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POLITICAL 


IMPORTANCE OF RULE BY LAW EMPHASIZED 
Shanghai FAXUE | JURISPRUDENCE) in Chinese No 1, 10 Jan 87 pp 2-3 


[Article by Chen Pengsheng [7115 7720 3932]: "Politics Without Law Is 
Dangerous Politics; Reflections on the Study of Jurisprudence") 


{Excerpts] Reforms require reflection. Only through reflection is it possible 
for people to plomb their deepest feelings, to see past stagnation, and to 
bring about an awakening to change the situation. 


In the 8 years since the 3rd Plenum, a brand new page has been turned over in 
China's theoretical studies. Philosophy circles have taken the lead in 
launching a movement for tiie emancipation of thinking to break free of the 
spiritual shackles of "the cult of personality," advocating "practice is the 
sole criterion for examining truth," thereby opening the gates for people to 
discard dogmatism and to uphold truth. Economists have broken through the 
fence of traditional small scale production concepts to propose powerful 
ideological weapons for development of a socialist commodity economy and 
social reforms that affect the situation as a whole. By comparison, the study 
of jurisprudence is unable to avoid feeling inferior and conscience-stricken. 
The main reason for this is the incomplete bringing of order out of chaos on 
the jurisprudence front. 


As a result of "leftist" ideology, juridical studies have gone round and round 
in circles for a long time, "taking class struggle as the key link." It goes 
without saying that both politics and law are integral parts of the 
superstructure, have a mutually complementary role and jointly serve their own 
foundation. This is a Marxist truism. However, as a result of hignly 
centralized ideology, politics was forced into an absurd piight in which it 
assaulted and even took the place of everything. The correlation between the 
mutual roles of politics and law changed into a correlation in which politics 
decided the law and, in accordance with logical deductions of a body of 
"leftist" theories, politics came to mean class struggle and class struggle 
meant contradictions between ourselves and the enemy. Thus, laws that served 
and were determined by policies could only take class as the determinant of 
their own character, and use the "tools of class struggle" as their own sole 
function. A jurisprudence that used laws as the object of its own study could 
only have an outcome created by the ideological theory of "class struggle." On 
the one hand laws lost their independent position as integral parts of the 








Superstructure; political needs alone determined success or failure, existence 
or demise. When there was political calm, the law became a decoration; when 
there was political upheaval, a single word could disable the law. In 
reality, the "rule of men" supplanted the "rule of law." On the other hand, 
the complete bundling together of politics, the law and class struggle, 
equating them with each other, made politics and the law a forbidden zone for 
academic discussirg and contention. Once broached, "one could be condemned 
for his words" and cases of "writings incurring disaster" occured. Legal 
experts could only look on with fright and detour around. Legal annotations 
and classical textual criticisms made only to please superiors or only for the 
record substituted for juridical studies that explored problems existing 
within the legal system itself. 


At this late hour, the tight political knots on the body of juridical studies 
have not yet been completely untied. This relates to a problem in the 
political system. If our political system is genuinely to attain the 
guaranteeing of political democratization by the system, then free discussion 
and contention on political and legal issues is part and parcel of political 
democracy and there can be no question of the existence or nonexistence of 
forbidden zones. Juridical studies also need not take detours in order to 
avoid dangers and seek safety. Those who bell the tiger should still be the 
ones to remove the bell; politics is always linked to authority, so in order 
to untie tight knots, leaders at all levels have to act first earnestly 
practicing what they advocate in striving for democracy. Political and legal 
questions are unable to contend against these theoretical forbidden zones that 
have endured for so long, but today, thanks to words from leading cadres in 
the party and central government, people see the dawn of the removal of bans! 
Nevertheless, our emphasis on the importance of leading cadres strengthening 
the concept of democracy is absolutely not the ethics of ancient time in which 
politics depended for fulfillment on individual morality outside the system. 
The democracy of which we speak is the system above all, and only secondarily 
is it the ideological style of the cadres. Otherwise, democracy would change 
as the moods of leaders changed. Consequently, the democratization of 
politics must depend on a legal system that insures that democracy will not 
change as leaders change and will not change as the focus of leaders' 
attention shifts. Our jurists must reflect deeply on the history of the 
building of the legal system and their theories should tell people 
convincingly that they must on no account forget one lesson of history, namely 
that politics cannot depart from the law: politics without laws is dangerous 
politics and disastrous politics. The tragedy of the 10 years of turmoil 
attests this fact. Politics that is more important than the law and politics 
that attacks old ideas and old traditions of law must be permanently 
discarded. 


For politics to be more important than the law and for politics to attack the 
law is time-honored and well established in China, and it has even become a 
kind of embedded component of the social psychology. We must diligently 
reflect on this and destroy it root and branch. The feudal regimes that ruled 
China for more than 2,000 years were essentiallty absolute monarchies. "The 
monarch residing in his imperial apartments is supreme....serving as the 
father and mother of the myriad people." For all officials and the countless 
people throughout the land, it was the sovereign who invariably determined 








rights and wrongs and punished according to merit, and it was the officials 
who formed the foundation for the sovereign's rule. All officials great and 
small were little emperors who ruled an area and dominated a region. These 
emperors great and small formed a totality from top to bottom that jointly 
ruled the feudal country. This is what is meant by absolute monarchy politics. 
In a society that valued rulers and belittled the mass of people and that 
emphasized obligations while stinting rights, when people assessed social 
values, politics was aways higher than laws. Those who contravened the will of 
senior officials contravened the laws of the country. After long years of 
exerting a subtle influence, this concept permeated all aspects of society, 
culture and daily life and became imbedded in the innermost parts of people's 
thought and psychology to form a stubborn mind set. Not only would officials 
care nothing for democracy and behave in an arbitrary and domineering way, but 
the common people also were frequently in the habit of meekly resigning 
tnemselves to adversity, submitting blindly. Regrettably, in the more than 3U 
years since the founding of New China, we have never diligently criticized 
feudal ideological concepts though we have hastened to criticize bourgeois 
liberalism and equality and have even used feudalism to criticize capitalism. 
Even gains resulting from the advance of bourgeois democracy that have 
significance in serving as useful lessons for socialist democracy have been 
assailed as soon as they have appeared while things in the feudal autocracy 
that are as incompatible with socialist democracy as fire and water are still 
taken for granted. For example, the General Principles of the Consti* _.ion of 
the People's Republic of China solemnly declare that "All authority . -sides in 
tne people in the People's Republic of China," that the people ure maste.’s and 
that cadres are public servants. But in real life, frequently the situation 
is reversed with the servant being master. The consciousness of being masters 
in their own house among the masters is frail and “public servants" can very 
easily bring charges against the masters and frequently simply bringing a 
charge is tantamount to winning. But masters have no way to bring charges 
against the "public servants," or some people even have to go to the capital 
city to lay "an accusation before the emperor." Is this supposed to be normal? 
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POLITICAL 


PURGE OF WANG RUOWANG'S VIEWS ON LIBERALIZATION URGED 
Hong Kong RENMIN RIBAO OVERSEAS EDITION in Chinese 20 Jan 87 p 2 


{Article by Zhang Zhenlu [1728 2182 7120]: "A Look At the True Nature of 
Bourgeois Liberalization From the Angle of Wang Ruowang's [3769 5387 2598] 
Statements" ] 


{Text ] Wang Ruowang has lost his qualifications for being a party member as a 
result of his opposition to the four cardinal principles, his preaching of 
bourgeois liberalization, his actions in opposition to party programs, the 
Party constitution and Party discipline and his violation of "Various Guiding 
Principles Pertaining to Political Life Within the Party.' It was completely 
necessary for the organization to have expelled him, and it is also extremely 
important to conduct a serious criticism of his erroneous statements. 


"The Ancestor of Bourgeois Liberalization" 


fo say that Wang Ruowang preached bourgeois liberalization is to do him no 
injustice at all. At a teacher and student conference at Tongji University in 
Shanghai, he said, "I do not mind if people say that I, Wang Ruowang, am 
liberalized; I feel very good about it." At a teachers and students 
conterence at Chengjian Academy in Shanghai, he even said, "No wonder people 
have a certain way of looking at me and saying that Wang Ruowang is the 
ancestor of bourgeois liberalization. I now feel honored with this titis, and 
I do not feel at all embarrassed by it." In a speech at "Nanyuan" Literature 
Society in Shanghai, He declared openly, "I want to speak in defense of 
bourgeois liberalization. I want liberalization; if I don't ge. liberty, I 
will fight." 


As to whether or not Wang Ruowang is "the ancestor of bourgeois 
liberalization," since we nave not checked his lineage, we dare not comment 
improperly. However, that he has been wrapped up in bourgeois liberalization 
and has rambled on about it everywhere is not at all false. 


Just what is this bourgeois liberalization that makes Wang Ruowang behave like 
a madman an never be bored with it. At the second forum on "the New 
Technological Revoiution and System Reform" in Hangzhou, he said, "The key 
points in capitalism are a free economy, a free life, and democratic freedom." 
Ours is not live America's democratic politics, including elections. At the 








conference of teachers and students at Chengjian Academy in Shanghai, he also 
said, “Science and technology can be introduced, but capitalist ideas, 
theories and ideology may not be introduced. They are contaminated. How should 
this issue be perceived? I say they should also be introduced. Their science 
and technology is not something isolated; it is founded on their ideology and 
on their ideas. For us to introduce only science and technology and not to 
introduce their ideas is tantamount to bringing in hardware without bringing 
in software. Pointless. 


This is a very clear statement. The bourgeois liberalization that Wang Ruowang 
holds in greatest esteem means indiscriminate imitation of everything in 
capitalism. This is a very good education for our comrades, particularly for 
young students. Do not suppose that bourgeois liberalization is wade up and 
that there is no such thing. Didn't Wang Ruowang publicly declare, I want 
liberalization?" But so-called liberalization is not abstract democracy and 
freedom, but rather out and out capitalist stuff. 


Bourgeois Liberalization Necessitates Opposition to the Socialist System 


Possibly some ingenuous comrades may suppose that those who advocate 
liberalization simply want a little more democracy and a little more freeder. 
and do not oppose the socialist system or the four cardinal principles. If 
there are really people who think this way, then they are truly too naive. The 
"CPC Central Committee Decisions On the Building of a Socialist Spiritual 
Civilization" pointed out that "the practice of bourgeois liberalization is a 
negation of the socialist system and an advocacy of the capitalist systen." 
Wang Ruowang's advocacy of the imitation of capitalist stuff necessitates a 
negation of the socialist systen. Only when the socialist system has been 
blackened and it is said to be without any redeeming merit can the 
accommodating door be opened to the imitation of capitalist stuff. 


Wang Ruowang has gone a long way toward negation of the socialist system. He 
said, "Don't we want to practice socialism? But we have a murky and unclear 
conception of socialism. Some things have been brought in from utopian 
socialism, and very many things are fictitious models... This has led toa 
distortion of our 37 year history, namely illusions that are utterly devoid of 
content have been treated as genuine goals." 


This is astounding talk. More than 100 years after socialism changed from 
fantasy to science, more than 60 years after the victory of the Soviet October 
socialist revolution, and 30 years after China achieved victory in the new 
democratic revolution and went on to complete the socialist transformation of 
private ownership of the means of production, some people still have the 
impudence to tell a bare faced lie and vilify socialism as an "illusion 
utterly devoid of content." Possibly this was a temporary slip of the tongue! 
But no; Wang Ruowang said this after careful consideration. He said, 
"According to Marx's analysis cf the stages of social development, all social 
development proceeds from slave society to feudal society to capitalist 
society to socialist society. However, some countries have been in the 
Capitalist stage for between 100 and 200 years, so how is it possible that a 
country as large as China with a population numbering hundreds of millions is 
able to leapfrog these 200 years of history by having fought 20 years of 





guerrilla warfare? If it is possible to leapfrog them, I believe this is an 
open contravention of Marxism, and is truly a downright subjective illusion." 
So what if they have not been leapfrogged. Socialist China has beer born and 
grown up, so it cannot ever revvrn to its mother's belly, can it? 
Consequently, Wang Ruowang has come forward to say that "capitalist production 
methods are just what China needs and urgently needs. This is a conclusion 
that I have arrived at from analysis of long historical experience... This is 
a step we must take. Now tnat we have jumped over, we can look back and mzke 
up missed lessons.” 


It is here that Wang Ruowang has forgotten the minimum historical facts. 
During the past more than 100 years, countless Chinese with lofty ideals have 
sought truth in the west to save the country and save the people. They did not 
think about "“leapfrogging" capitalism but rather devoted themselves to the 
study of capitalism. But in tne end, everything was tried and failed. It was 
only when the Russian people carried out the October Revolution and created 
the world's first socialist country that the Chinese people found their own 
way out, and even the forerunner of the bourgeois democratic revolution, Sun 
Zhongshan, came to advocate "regarding Russia as a teacher." In summarizing 
this period of history, Comrade Mao Zedong said, "Foreign countries have had 
bourgeois republics, but China cannot have one because China is a country that 
has suffered imperialist oppression. The sole road for China to travel is 
that of a people's republic under leadership of the proletariat. After several 
decades of struggle by the Chinese pecrrle under leadership of the Communist 
Party of China, China gradually developed from a se.*i-feudal, semi-colonial 
country into a diverse and complex, prosperous, independent and democratic 
socialist country. Historical facts have demonstrated only socialism to be 
capable of saving China. 


Of course, socialism is a developmental process. For a country like Chins with 
a long history of feudalism that has not gone through a long stage of complete 
development of capitalism and that is a large country with a backward economy 
and culture, carrying out of socialist modernization is an extremely daunting 
task. We have had to eliminate the evil legacy of feudalism, develop socialist 
democracy, and study the advanced science and technology of developed 
capitalist countries as well as generally applicable experiences in economic 
administration and other beneficial cultural matters. We have already done 
these things and we have to continue doing them. However, we positively cannot 
permit the negation of the socialist system in the name of ‘looking back to 
make up missed lessons," indiscriminately accepting capitilist production 
methods and ideology. While stating that advanced foreign science and culture 
were positively not to be rejected, the decisions of the 6th Plenum of the 
i2th CPC Central Committee explicitly stated that "We resolutely reject 
support for the exploitive and oppressive capitalist ideological system and 
social system, and we reject everything that is repulsive and decadent in 
capitalisa." This is a matter that every Communist Party member must bear 
firmly in mind. 
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Practice of Bourgeois Liberalization Necessivates Opposition to the Leadership 
of the Communist Party 


Wang Ruowang is an old party member who has been in the party for several 
decades, so does he also oppose party leadership? Yes. Those who practice 
bourgeois liberalization, that is those who negate the socialist system and 
advocate the capitalism system, all oppose the leadership of the Communist 
Party. lhis is determined by their political stand, which is something that 
cannot be changed by whether one is or is not a party member or by how long 
one has been a party memver. 


Wang Ruowang has used all sorts of oviting words to vilify the Communist Party 
and to besmirch the party's image. He believes that the Communist l’arty "is 
ambiguous for China itself under any circumstances." He talks drivel saying, 
"it is supposed that under leadership of the Communist Party we can build 
socialism, have ownership by all the people, everyone will be equal and 
everyone will be happy. Such ideas are wrong." 


Anyone one with a modicum of sense must acknowledge the fact that under 
leadership of the Communist Party the people of the “aole country have built a 
glorious new China and have eradicated the system whereby man exploits man. 
The people's standard of living has risen steadily, relationships between 
people are equal and amicable, and 1 billion people have strode ahead 
victoriously to build a modern socialist country. Even *‘scugh an extremely 
arduous struggle will be required for China's four modernizations, and though 
there is a very large gap between China's economy and that of developed 
nations cf the world; nevertheless, history has shown that without the 
leacership of the Communist Party of China, there could be no New China, and 
in the absence of party leadership, China's socialist modernization cannot 
succeed. Much more, socialist modernization is a combat goal that our party 
has unequivocally proposed. Both theory and practice have shown the Communist 
Party to be the ieadership nucleus for the whole people in carrying out the 
four modernizations. But Wang Ruowang's brains have been addled by bourgeois 
liberalization, and he is unable to admit even this historical fact. 


In order to besmirch the party and attack the party leadership, Wang Ruowang 
has purposely distorted and vilified the party's current policies. In his 
view, opposition to spiritual pollution is "an attack on intellectuals," and 
attacks against criminal activities in the economic field "are oppressive and 
illegal transg ezssions of human rights." "Handling things through attacks' 
is even more frightening than the ‘gang of four's ‘purification of cless 
ranks'." He even terms slight collection of taxes from individual households, 
family contracting households and specialized households as “exorbitant taxes 
and levies," “extortion and blackmail." 


The true purpose of such vigorous defamation of the party leadership and his 
attacks on the party's line, programs and policies is to eliminate the party 
leadership. At a forum on “social problems in reform" held by the Shanghai 
Social Affairs Institute, in speaking about system reform, he brazenly said, 
"What kind of situation will there be following party reform? Please allow me 
to say a little openly and unrestrainedly that we shou:d institute multi-party 
politics. He considers this to be a "crucial point,” but "as of the present, 














there has been no willingness to touch on crucial points. The crucial point 
jies in reform of the party itself." 


Just look at an old party member who has been in the party for several decades 
standing up to oppose the party leadership and preaching a bourgeois multi- 
party system. This is the inevitable refuge of all who practice bourgeois 
liberalization. They are destined to reach this point. In fact, Comrade Deng 
Xiaoping said long ago that "the nucleus of bourgeois liberalization is 
opposition to party leadership." Wang Ruowang's statements have demonstrated 
Comrade Deng Xiaoping's analysis to be accurate. 


Can China practice "multi-party politics?" It is widely known that the multi- 
party system in capitalist countries results from the jockeying of the 
bourgeoisie. This party and that party; you damn me and I damn you; I take 
office and you leave office seems very "democratic." In fact, no one 
represents the interests of the broad masses of working people. What need is 
there for China to "introduce" such a multi-party system? Its introduction 
would only produce chaos and create splits, making it utterly impossible to 
bring about modernization. 


In China, unifying the ideology and strength of several hundred million people 
and building a diverse, wealthy and strong modern socialist country requires 
leadership of the Communist Party. Without the leadership of the Communist 
Party, there would be nothing but disunity and nothing would succeed. This is 
a truth that the Chinese people have profoundly realized as a result of 
practice in long revolutionary struggle. The Chinese Communist Party has also 
made mistakes including such a serious mistake as launching the "Great 
Cultural Revolution." However, these mistakes have been corrected by the 
party itself; they were not corrected only after getting rid of party 
leadership. Without the party's leadership, not cnly could no mistakes have 
been corrected but the situation would have devolved into anarchy and into the 
disintegration of socialist undertakings. The Chinese people will positively 
not permit this. 


Wang Ruowang has spread very many statements about bourgeois liberalization. 
Many cadres and the masses have the ability to spot these statements; however, 
there are also a small number of people who are deceived by them and applaud 
them. Criticism of Wang Ruowang's statements on bourgeois liberalization and 
eradication of their pernicious influence is a serious political task for 
ideological and cultural circles, and it is also an important component in the 
political and ideological education of the broad masses in adherence to the 
four cardinal principles. 
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POLITICAL 


GREATER STRESS ON PATRIOTISM IN EDUCATION PROMOTED 
Beijing ZHONGGUO JIAOYU BAO in Chinese 7 Feb 87 p 1 


[Excerpt of speech by Hu Qiaomu [5170 0829 2606) at the founding of the 
Committee For Revision of National Middle and Primary School Teaching 
Materials in September 1986: "Intensification of Patriotic Ideological 
Education"; reprinted from RENMIN JIAOYU No 3, 1987] 


[Text] Realization of socialist modernization requires that the guiding 
thought in the preparation of teaching materials for schools at all levels and 
of all kinds must be subordinated to requirements for socialist modernization. 
It is entirely proper for anything that is not consistent with socialist 
modernization to be eliminated. In order to carry out socialist modernization 
among classmates in middie and primary schools or classmates in other schools, 
it is necessary, first of all, to nurture in them a motivation for active 
participation in the cause of socialist modernization. If students lack this 
motivation, no matter how well prepared the teaching materials, and no matter 
how weil teachers may teach in the classroom, anticipated results will be 
difficult to attain. Why do students study? They should study to meet the 
needs of China's socialist modernization. In order for students to have such a 
spirit or spiritual preparation that will endure not just for a short time but 
for a long time and not only during the period of study but following 
graduation as well truly requires very great efforts to inculcate in them an 
enduring "inherent drive" such as psychology talks about. If students do not 
have such a "drive," they will not readily study industriously and 
assiduously. Or there may also be some students who really study 
industriously and assiduously, but their drive will be of a different 
character; they will be pursuing other kinds of goals that are unrelated to 
socialist modernization endeavors. Thus, even if they get into positions for 
the building of socialist modernization, they will not necessarily be able to 
complete in a conscientious manner the work of their positions, and some may 
think frequently about finding opportunities to go abroad or to change toa 
position in which the pay and emoluments are better and less effort is 
required. This is currently a problem very much deserving of attention. In 
order to train students with the motivation and the sense of responsibility to 
devote themselves to socialist modernization, I believe it is necessary, first 
of all, to foster student's patriotic sentiments and to foster among students 








a spirit of "every person has a share of responsibility for the fate of his or 
her country" in the cause of building socialism. One certainly cannot say that 
before the "Great Cultural Revolution" there were none among China's 
university graduates and middle school graduates who held an attitude of "the 
grass is always greener on the other side of the fence," but they were 
extremely few. They were somewhat more numerous before liberation, but still 
much fewer than at present. There are very few at present who do not plan to 
return to China after going abroad, but formerly (except during the final days 
of Kuomintang government rule) there were even fewer. Why is it that at 
various different times in the past, most graduates desired in varying degrees 
to render service in repayment to the motherland. I believe that the long 
period of patriotic education they received in school was really one important 
reason. 


Today, some students truly lack patriotic zeal and even lack national self 
confidence and national self respect. This situation has not only aroused 
concern among China's middle age and older intellectuals, but many ordinary 
people in capitalist countries also find it difficult to understand. Firm 
action to change this situation has necessitated the intensification of 
patriotic education in all kinds of schools at all levels beginning with 
middle and primary schools, regarding this as a major task in current 
education work. Very obviously if a person lacks patriotic zeal, he or she 
will be largely indifferent to China's glorious history and to the current 
great tasks of the age, and thus he or she will also find it very difficult to 
possess enthusiasm for willing participation in the cause of socialist 
modernization. 


Like many other.people about my age, I frequently think back to the education 
we received in primary school and middle school. This education did not, in 
itself, really guide us to the path of revolution; however, this education 
really did give most of us a sense of responsibility about the future of the 
country, the Chinese people and Chinese society, and this sense of 
responsibility became an underlying premise for some people's willing 
participation in revolutionary struggle. Without this premise, they would not 
have been able to devote themselves to the revolution. Certainly, it is not 
at all surprising that today's youth offer various explanations regarding a 
spirit of every person having a share of responsibility for the fate of his or 
her country. In any case, one cannot rely on some ill-considered events to 
decide just what the future of the country is. The party, the state and 
society all have to enter into a conscientious and spirited dialogue with 
young people, particularly young intellectuals, so that there will be a basis 
in full understanding for helping young people to truly understand reality and 
to find a way of truly carrying out "a share of responsibility." 


We are Marxists. When carrying out socialist modernization, it is necessary 
for us to oppose feudalism resolutely. However, China's history and culture 
cannot be simplistically equated with feudalism. The "CPC Central Committee 
Resolutions on the Building of Socialist Spiritual Civilization" raised the 
Slogan of "Revive Chinese Culture." This is completely correct. This also 
shows that China had a glorious civilization in the past, and that it is our 
duty today to revive Chinese culture under new conditions. Our reforms and 
lifting of restrictions serve this great goal. Certainly a revival of Chinese 
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culture positively does not mean a revival of Chinese feudalism or the revival 
of what some people term "soy sauce jar culture." In particular, we should 
resolutely oppose inflammatory propaganda by some people that characterizes 
China as a so-called feudal-bureaucratic dictatorship in defamation of the 
Communist Party of China, of the goverrment of the People's Republic of China 
and of socialism. We admit that there are still numerous negative things in 
current political and social life, and we are in process of taking vigorous 
actions to eradicate them. We are also striving to get the active 
participation of the people of the whole country in this process, but the 
aforementioned inflammatory statements 2an only create obstacles and turmoil 
in this process. We welcome and heartily accept experience and knowledge of 
generally applicable significance as well as beneficial culture from all 
developed nations of the world; however, we positively do not accept so-called 
across-the-board westernization. Those who advocate across-the-board 
westernization negate socialism across the board and negate everything Chinese 
across the board. They do not believe in the Chinese people and the Chinese 
revolution, which is to say they lack patriotic thoughts and lack a 
manifestation of national self confidence and national self respect. 


I particularly wish to make a suggestion here, namely to designate a series of 
novels as required reading outside of class during middle school years (and, 
where circumstances permit, the higher grades of primary school may also try 
this out). Groups of literary works should be assigned on the basis of the 
ability to benefit from them of students in different grades. Students should 
be able to benefit from and appreciate these literary works, and teachers will 
also have to provide active guidance. We all know that the political 
consciousness of very many Communist Party members began during their youth 
from reading revolutionary literature, particularly novels. The reading of 
novels serves a different functiou that seeing movies, watching television, or 
seeing a stage performance. Noveis can portray in fairly great detail the 
complex tableau of people's lives and the process whereby the thoughts and 
feelings of the leading characters developed, how these characters were 
tempered and tested, and how they moved toward maturity. "How Steel is 
Smelted," "Youth Guard," "Mother" and other novels ina similar vein fostered 
large numbers of revolutionaries when they were at least 20 years old or so. 
Depending on their age and how much after class time they have, we should have 
students read these novels as wel] as novels with a revolutionary content 
written by Chinese authors that are suitable for reading by miadle school 
students such as "The Story of Ah Q," "Midnight," "Family," "Protect Yan'an," 
"Ked Flag Music Book." "Red Stone," "Ked Sun," "A Generation Truly Great" "The 
East," "Long Live Youth," "Northland Grass," Mother and Child" as well as 
some fairly easy to understand novels like "Gao Yubao," "Give All To the 
Party" and " My Family" etc. We should also have them keep notes on the books 
they read. The examples given here are not necessarily suitable one, and the 
novels that middle school students read should also not be restricted to this 
list. However, it is necessary to have a certain basis. 


In addition, it is hoped that educational administrative departments and 
educational publishing units will provide some special educational materials 
for patriotic education in middle and primary schools. In organizing student's 
extracurricular activities, consideration should also be given to how to help 
students receive education in patriotism. This may include doing work, 
sightseeing, conducting exercises, participating in exercises and providing 
services as well as the students themselves organizing discussion groups, 


speaking groups, performances etc. 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


COMMODITY BUREAU CHIEF COMMENTS ON PRICE POLICY 
HK181110 Beijing BAN YUE TAN in Chinese No 8, 25 Apr 87 pp 39-43 


[Article by BAN YUE TAN Reporter: “The Director of Commodity Price Bureau 
Talks About Prices"] 


[Text] Price is an issue that people throughout the country are very 
concerned about. Recently, a BAN YUE TAN reporter [not further identified] 
interviewed Comrade Cheng Zhiping, director of the State Commodity Price 
Bureau, on questions concerning prices. The following is the contents of the 
interview. 


Reporter: What was the general situation in 1986 in our country? 


Cheng: Last year, our national economy was gradually shifted from being 
“overheated” to a state of steady development, with industrial and 
agricultural production developing vigorously and the tension in the supply of 
production materials being eased. These favorable conditions, plus the 
efforts of the parties concerned, obviously reduced the growth rate of prices 
as compared to that in 1985. According to State Statistical Bureau figures, 
the national general index of retail prices in 1986 only rose 6 percent, 
against the growth rate of 8.8 percent in 1985. The target for price control 
set forth at the beginning of the year was achieved, and the price rise was 
moderated. 


Reporter: What is the concrete demonstration of the modernization of the 
price rise? 


Cheng: This was demonstrated more obviously in the prices for major non- 
staple food and production materials. 


First, as we continued to decontrol the prices for major non-staple food, we 
gave more effective guidance to developing production and improving market 
supply. The pork price in December 1986 rose by 2.3 percent and the price of 
vegetables rose by 1.4 percent as compared with the same period in 1985 in the 
whole country. This showed that the food prices had stabilized at a new 
level. 


Second, the prices of major production materials were also brought under 
control because the scale of capital investment was controlled and the speed 
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of industrial production returned to normal. The prices of steel products, 
coal, cement, and glass did not continue to rise. The prices of steel wires 
and steel ingots even dropped. 


Reporter: What was done in the area of price reform last year? 


Cheng: Last year, our price reform continued to advance steadily. The prices 
of more small commodities were decontrolled, and this increased both 
production and supply. We also adjusted some unreasonable prices, such as 
those for nonferrous metal, cement, and timber, which seriously affected 
production and supply. In order to ease up the contradiction between the 
production structure and the supply-demand structure, we decontrolled the 
prices of bicycles, black-and-white television sets, electric refrigerators, 
washing machines, radio-cassette recorders, fabric made with long fibers, and 
cotton yarns in August or September last year. The state of things after the 
price decontrol measure for these seven types of commodities showed that the 
price differences for these goods were widened according to quality grades, 
and this promoted production. However, some problems appeared in the prices 
for bicycles. After price decontrol, not only did the prices for brand name 
bicycles rise, but prices for ordinary bicycles also rose. Because it took 
some time to expand the production of brand name bicycles, they will still be 
in short supply even though prices for them had risen. This evoked many 
complaints among the masses. 


Reporter: This was the case. According to the reporters’ knowledge, the 
masses were still airing a lot of complaints about the prices. Could you talk 
about the problems you met in last year's price work? 


Cheng: Price changes in 1986 were uneven. Prices were relatively stable in 
the first half of the year, but rose somewhat in the second half of the year. 
The state adjusted some prices, and some decontrolled prices on the market 
rose by a fairly big margin. All this might have given the masses some 
complaint. As for the commodities whose prices rose, some commodities’ prices 
should not rise or should not rise so much. For example, due to the influence 
of such unhealthy tendencies as giving lavish dinners with puhlic money, the 
prices for high-class aquatic products and high-class cigarettes and alcoholic 
drink were raised to too high a level, and people still vied in buying them at 
a higher price. This sharply hoisted the prices of these goods, and also, to 
a certain degree, pushed upward the prices for other non-staple foodstuffs, 
thus having a very bad influence. As another example, some departments and 
localities unreasonably raised prices and charges for the raw materials, 
industrial goods, and public services they provide as a means of increasing 
their incomes, and they did this without authorization. Many departments set 
up all kinds of service companies, wholesale stations, or supply centers to 
deal in commodities in short supply which were not within their business 
scope. They resold these goods at higher prices to make profits and thei 
squandered these incomes or converted them into private gains for some people. 


Report: What measures did the government take against such unreasonable and 
unauthorized price rises? 
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Cheng: All local authorities concerned strengthened inspections to check 
unreasonable and unauthorized price rises last year. The local price control 
authorities at various levels dealt with more than 350,000 cases of violation 
0: price discipline, which involved a total amount of more than 400 million 
yuu. of illegal income. As penalty, 360 million yuan was confiscated by the 
state finance department. However, we still did not have a big enough force 
to conduct price inspection, so its scope was still limited. In addition, the 
punishment for violating price control regulations was not severe enough to 
act as a deterrent. Henceforth, we will strengthen the team for price 
inspection and will rely more on the masses to supervise market prices so as 
to guarantee the normal order in our price reform and in ou. economic life. 


Reporter: One of the principles for price reform specified in the “Decision 
on Reforming the Economic Structure” adopted by the 3d Plenary Session of the 
12th CPC Central Committee is to ensure that the real income of urban and 
rural residents will not be lowered due to price adjustments. How was this 
principle implemented inn the past two years? 


Cheng: In cities, the living cost index in 1985 and 1986 rose by 19.7 
percent, but the average monetary wages (including wages, bonuses, allowances, 
and price subsidies) of workers increased by 36.8 percent. With the factor of 
price increase being deducted, workers‘ average wage incomes rose by 14.3 
percent in real terms. At the same time, due to the development of urban 
reforms, urban residents have had more income channels apart from their 
regular wages and bonuses. As far as the rural areas are concerned, the per 
capita net income of peasants rose by 19.4 percent in the past two years; and 
with the factor of price increases being deducted, their income rose by 11.9 
percent in real terms. These data show that in general, the price growth rate 
was smaller than the growth rate of the people's income and the livelihood of 
the masses was indeed improved. 


However, the distribution of the income was rather uneven, and price rises 
also influenced people to different degrees. It is true that a small 
proportion of residents did not have their incomes increased too much or had 
no increase at all. For them, the price rises, especially the rise in non- 
staple food prices, affected their livelihood rather obviously. This category 
of people mainly includes the cadres and staff members in various government 
institutions, some social organizations, and schools, as well as some retired 
cadres and workers who had no other income sources. Workers in enterprises 
which did not issue much bonus or did not raise wages also fell into this 
category. Now the governments and departments concerned at various levels 
have paid close attention to this problem and have taken some measures. In 
the future, as we increase production and have better financial conditions, we 
will adopt more effective measures to help these people solve the 
difficulties. 


Reporter: What is the guideline for this year's price work? 


Cheng: Our price reforms in the past few years were successful and have 
achieved good results. Through reform, some noticeably unreasonable prices 
for farm products have been adjusted; price differences have been widened 
according to quality among the industrial goods; and the prices for fresh and 
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live non-staple foodstuffs have been decontrolled and enlivened. This has 
promoted production, enriched market cupply, and guided consumption, thus 
playing a far-reaching role. However, some prices are now still unreasonable 
and have not been adjusted; and some problems in the overall price structure 
have not been thoroughly solved. Continuing the price reform wiil continue to 
be a major task for us in the future. Because there are many problems left 
over from history, and also due to the imbalance between general supply and 
demand, it will be hard to completely avoid price rises in the course of the 
price reform. The key is to give full consideration to the bearing capacity 
of the state, the enterprises, and especially the general public, and to 
effectively control the growth rate of the prices in a prudent manner so as to 
advance the reform steadily. According to our past experience in the price 
reform, the State Council has decided that the basic guideline and general 
requirement for this year's price work is to “carry on reform, advance 
steadily, and maintain the basic stability of prices.” 


Reporter: What measures will be taken to maintain the basic stability of 
prices this year? 


Cheng: We should have a unified idea when handling the price work and should 
combine reform with basic stability and combine measures for decontrolling 
prices with measures for strengthening management. We will implement the 
following measures under the leadership of the people's governments at various 
levels with the cooperation of all other departments concerned: 


First, some minor adjustments will be made for the purchase prices of some 
agricultural products. This year, the purchase prices for corn produced in 
northern provinces, rice in southern provinces, and oil-bearing crops, cotton, 
and tobacco in some areas will be appropriately adjusted; and grain prices 
will be stabilized by more effectively managing the markets and imposing 
limits on the grain prices in order to promote grain production. State-owned 
grain shops will also play a more effective role in regulating the supply and 
demand of grain on the markets. The price adjustments for a small number of 
cash crops must be favorable to the increase in grain production. More 
effective guidance will be given to the production and supplying of some major 
farm products and sideline products whose prices have been decontrolled so as 
to prevent very violent price fluctuation of these goods. The prices of most 
ordinary farm and sideline products should continue to be subject to market 
regulation. On the other hand, the prices of agricultural production 
materials will be brought under strict contro: and any unreasonable and 
unauthorized price rise in this regard will be checked. 


Second, food prices will remain basically stable. Outlay on food now accounts 
for nearly 60 percent of the total day-to-day expenditure of urban households. 
After the purchase prices for some agricultural products are raised, the 
supply in cities must be properly arranged, and the prices of food grain and 
edible oil supplies to urban residents in rations must remain unchanged. 
Measures will be taken to encourage the production of vegetables. In 
particular, the supply of vegetables in the off seasons must be better 
guaranteed so as to maintain the basic stability of vegetable prices. In view 
of the comparatively high grain prices at fair markets, some concrete measures 
will be taken and implemented to stabilize the production of live pigs. It is 
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necessary to appropriately widen the difference of prices for fresh food 
between the peak periods and the off seasons, and to set price ceilings in 
cities if necessary. 


Third, the prices of production materials and industrial products which are 
subject to state control must be strictly managed. The stable prices of 
production materials form the foundation for stability of industrial goods' 
prices. In recent years, production materials had both official prices and 
market prices, and the general price level of raw materials and fuel rose to 
different degrees. In view of the bearing capacity of the processing 
industries, it is now necessary to maintain the relative stability of these 
prices. Recently, the State Council has decided that the production materials 
distributed according to state plans must be sold at the official price, and 
some limits must be imposed on their market prices. Henceforth, no unit is 
allowed to raise funds for its capital construction by means raising the 
prices of its products. Prices of most textile and light industrial products 
under state management will remain unchanged, and appropriate price adjustment 
and floating prices will only be suited to a very small number of products 
whose production will become very difficult if no action is taken. Any plan 
to raise the price of a commodity which is important in the people's daily 
lives must first be submitted to local authorities concerned for approval even 
though the price of this commodity is decontrolled, and the price department 
has the right to forbid or postpone the price rise. On the other hand, the 
prices of small commodities must be really decontrolled. The small 
commodities only account for a very small percentage of the people's day-to- 
day expenditure, but they are indispensable in their daily lives, so their 
supply should be guaranteed by allowing their prices to float freely according 
to market conditions. 


Fourth, we will strengthen price inspection and supervision. The current 
“Interim Regulations for Price Management” are not suited to the new situation 
after the reform in recent years, and we are drawing up new price management 
regulations and will submit them to the NPC Standing Committee for approval 
and promulgation. Recently, the State Council decided that some major service 
charges must be subject to the certificates issued by the price department. 
Units and individuals who raise prices and charges unreasonably without 
authorization must be punished in light of the regulations, and legal action 
can also be taken against them according to the seriousness of their cases. 
They must not be allowed to gain any economic benefit from the illegal price 
rises. The State Council has also decided to continue to carry out overall 
financial, tax, and price inspection this year. In the course of inspecting 
prices, we will require all departments concerned to better supervise the 
prices in their trades, and will given play to the role the workers’ price 
supervisory stations and the voluntary price inspectors. The price department 
personnel must be impartial in the price management work and must strictly 
enforce the regulations for managing prices. If any of them engage in 
malpractices or take graft, we will certainly mete out severe punishment to 
them and we also welcome the exposure of such cases by the masses. 


Director Cheng Zhiping finally told the reporter: It is a long-term principle 
to maintain the basic stability of prices and gradually deepen the price 
reform, because this is in line with the national conditions and with the 
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wishes of the people. This is not only the important duty of the price 
department, but is also the common task of the whole society. 


Under the leadership of the party Central Committee and the State Council, 
with the efforts of all departments, all localities, and all people in our 
country, we will certainly achieve the objective of maintaining the basic 
stability of prices and deepening the price reform this year. 


/12913 
CSO: 4006/738 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


EFFECTS OF FIXED ASSET INVESTMENT LAW PROBED 
HK150940 Beijing JINGJI GUANLI in Chinese No 2, 1987 pp 37-41 


{Article by Li Minxin (2621 2404 2450): “A Probe Into the Enactment of the 
Law of Fixed Asset Investments”"--edited by Lin Daojun (2651 6670 0689)] 


[Text] I 


The enactment work of fixed asset investments progresses at the same pace as 
fixed asset investment activities. With the steady reform of the investment 
system, the contents of the investment law has improved. In the 1950's the 
state promulgated “Tentative methods for capital construction working 
procedures” and “Tentative methods for capital construction work,” one after 
another. It aleo worked out some detailed implementation methods which were 
related to plans, designs, execution and funds allocation. All these had 
positive effects on the reform of the operation and administration of fixed 
asset investment work and the increase in investment returns. 


Since the 3d Plenary Session of the llth CPC Central Committee, our nation has 
summarized the experience gained from the past 30 years’ economic 
construction. The state has worked out and promulgated a set of ordinances, 
regulations and governing systems that are related to fixed asset investments. 
This work was important to the coordination of economic relations among 
various economic bodies within the scope of investment, to the control of the 
fixed asset investment scale, to the modification of the investment structure, 
and to the promotion of the investment system reform, as well as to the 
development of socialist construction undertakings. 


But the present enactment of the law of fixed asset investments cannot meet 
the demands of the investment system reform's profound development. Since 
there is no perfect law of fixed asset investments, the profound development 
of the investment system reform is hindered in some ways. Listed as follows 
are the four negative effects caused. 


1. Enterprises are economic bodies that maintain separate accounts. They are 
independent legal entities and the main investment bodies. No concrete 
stipulations has been provided for by law on how enterprises can accumulate 
funds and how they can use available funds. Therefore, local government 
departments concerned are actually weakening the investment capacity of 
enterprises, restricting their abilities in self-development and self-reform 
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and restraining their enthusiasm in investment operations when they levy 
various types of charges against enterprises and squeeze funds out of them. 


2. No law has been enacted to govern ‘he investment scope of foreign 
investors, individual investors, collective ownership investors, the main body 
of state investment and those main investment bodies existing in the various 
levels of the main body of state investment. The pricing system has not been 
modified to a perfect condition and the adjustment function of economic 
leverage has not been fully utilized. This causes a concentrated flow of 
funds from the various main investment bodies to a smal) number of processing 
industries and it also causes a flood of “oversupplied” products that yield 
high profits. Consequently, repetitions in construction have resulted on the 
one hand and on the other, communications and transportation, power and energy 
industries, and raw materials industries, which are essential to the national 
economy, have not been allocated adequate investment funds. Since the funding 
needs required by various areas like urban infrastructural construction, 
cultural and educational undertakings, and the construction of communication 
facilities are not taken care of, it is not easy to improve the investment 
environment at a fast rate. 


3. The development of a commodity economy calls for the strengthening of 
lateral links among various main economic bodies. It also causes enterprises 
to develop as groups or associated bodies and directs investment to develop on 
a centralized basis. Since the investment law has not been enacted and the 
lateral financing function of investment funds is therefore weakened, a large 
quantity of funds is left unused and funds which are not taken into account in 
the state's budget cannot be accumulated through legal channels. In this way, 
funds are not centralized for uses in priority construction, investment 
becomes scattered and the scale of investment remains small. In some places 
and enterprises funds are collected on a voluntary basis without efficient 
management measures and essential guidance. Therefore, it becomes difficult 
to exercise control over the scale of fixed asset investments and makes 
investment and construction blind acts. 


4. No law has ever been enacted to govern the investment activities of both 
the main collective and the main individual investment bodies. Therefore, 
while the investment activities conducted by collective enterprises in cities 
and villages give impetus to the development of the national economy, it also 
results in blind construction, an expanded scale of investment, wasted 
investments, and it affects the state's priority construction programs. 


II 


The following six objectives have to be fulfilled in enacting the law of fixed 
asset investments. 


1. The investment system reform is an important aspect of the entire economic 
system reform. Whether the investment system reform is successful or not will 
greatly affect the entire economic system reform. It is also closely related 
to the development of the entire national economy. Therefore, the fundamental 
motive for enacting the investment law lies in stabilizing the various 
policies and measures of the investment system reform by enacting laws so 
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that these policies and measures are legally binding. They will not be 
altered overnight and investors will be able to become accustomed two them 
fairly easily. 


2. The investment law will be enacted to secure the common interests of the 
entire society and protect the legal rights and interests of the socialist 
public ownership system, individual economy and investors. 


3. The investment law will be enacted to clearly define the major investment 
scope of various main investment bodies so that various departments and lines 
of business in the national economy can coordinate development with each 
other, The construction of basic facilities can be strengthened while the 
development of short-term business can be promoted. 


4. The Investment Law will be enacted to maintain the compactness of the 
investment plan. Fixed asset investment activities of a socialist country, 
especially investments made by the main investment body of the state, is 
properly planned and carried out under the prerequisite that the function of 
the law of value is brought into full play. Therefore, the investment law 
should be enacted in a way so that it renders legal authority to the 
investment plan or else the investment plan cannot be put into effect. 


5. The investment law will be enacted to greatly increase the accurateness of 
decisions made and avoid making errors in investment decisions. Investment 
decisions can thus be made on a scientific and systematic basis. 


6. The investment law will be enacted to mobilize forces in general, gather 
unused funds that are scattered in society, use these funds for socialist 
construction, and employ foreign capital, science and technology for our 
modernization construction tasks. 


IIl 


The law of fixed asset investments is the basic law that governs the 
implementation of fixed asset investments’ administration and operations. It 
defines the legal position of various main investment bodies, protects the 
legal rights and interests of investors, lays down both the basic principles 
for formulating investment policies and the working schedules for the 
implementation of investment policies, and sets the fixed asset investment 
scale and the scope of investment activities of various main investment 
bodies. It is in fact an embodiment of behavioral standards. It adjusts 
various investment activities and economic relations among various main 
investment bodies within the scope of fixed asset investments in methods of 
investment, the management of investment projects, the accumulation of 
capital, the direction of capital investments, the limits of authority, and 
the approval procedures of investment projects. In enacting the law of fixed 
asset investments the following basic principles have to be observed. 
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A. To manifest the varies principles of the main investment bodies. 


The investment law not only secures the legal rights and interests of the 
state's main investment bodies against interference but also ensures that 
normal investment activities will be conducted and protects the legal rights 
and interests of the main investment bcdies under the collective ownership 
system, individual investment bodies and the main investment bodies of foreign 
merchants. 


As the constituting part of the upper structure, law is decided upon the basis 
of the economy and is enacted to serve the economy. Similarly, the enactment 
of the investment law is determined by the existing conditions and the mode of 
long-term development of our state's fixed asset investment system. The 
investment law will be enacted to serve investment activities. Therefore, 
the investment law should stipulate that no only are the state's aain 
investment bodies like local governments, and state-owned enterprises and 
banks legal entities, but units under the collective ownership system in 
cities and villages, and individual producers as well are also legal entities. 
In our state's normal investment activities the investment returns of foreign 
capitalists, foreign governments, banks and international financial 
organizations are protected. Our state should provide a good investment 
environment for the investment activities of foreign merchants. 


B. ‘10 carry forward centralized planning and adopt the principle of 
maintaining an overall balance. 


The socialist economy is a planned commodity economy established on the basis 
of the public ownership of the means of production. In handling matters 
related to fixed asset investments of the entire society, the state should 
uphold the principle of carrying out centralized planning and maintaining an 
overall balance. By doing so the matter can be done properly on a macro- 
perspective. The relationship between important economic ratios is 
ascertained and the investment structure is maintained in a reasonable 
condition to facilitate the coordinated development of the national economy in 
accordance with certain ratios. Therefore, clauses lite centralized planning 
and overall balance should be included in the law of fixed asset investments 
so that the establishment and approval procedures of the fixed asset 
investment plan can be worked out. The fixed asset investment plan can thus 
be coordinated with the state's financial and credit planning and the plan on 
materials coordination, while the long-term plan, the 5-Year Plan and the 
annual plan can be coordinated with each other too. 


C. To manifest the principle of raising economic returns. 


The increase in investments’ economic returns is the objective of econaiic 
work and the major task of fixed asset investment work. The law of fixed 
asset investments should stipulate the ways, methods and measures for 
increasing investments’ economic returns. For instance, the investment law 
should stipulate that any project under the investment plan should have to 
undergo the feasibility assessment and obtain an implementation permit. 
Moreover, it should also lay down the earnings ratios and investment payoff 
periods for various construction projects. 
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D. To manifest the adoption of different principles for different main 
investment bodies. 


The investment law will be enacted to bind various main investment bodies at 
various levels and not just a single investment body. Therefore, the 
investment law should lay down and adopt different principles for different 
main investment bodies. It should state that different ownership systems and 
main investment bodies at various levels are different in the scope of their 
investment activities and major areas of capital input. 


1. It should be stipulated that the investment activities of main investment 
bodies like those units under the collective ownership system in cities and 
villages and individual producers are legal and are protected by the law of a 
socialist country. No unit or individual is allowed to seize, without due 
compensation, the investment capital and property of these main investment 
bodies; it cannot interfere with their normal investment activities. The 
state can only direct investment by such economic leverage effects as interest 
rates, prices and taxes and it is not to interfere directly with their 
administration by setting definite budgets and plans. Besides, it is 
necessary to lay down the quantitative scale for investment enterprises like 
units under the collective ownership system in cities and villages and 
individual producers. Generally speaking, as long as their investment capital 
is obtained in a legitimate way, both the ownership of property and the right 
to operate the investment bodies belong to the investors despite the scale of 
the investment enterprises. No unit or individual is allowed to annex, seize 
or restrict their activities. The investment law should also lay down certain 
stipulations to govern the policy-making procedures and the major approval 
procedures of these main investment bodies. 


2. In setting the scope of investment activities and the direction of capital 
investment of foreign main investment bodies, the following six areas should 
be taken into account during the enactment of the law. 


a. The major investment direction of foreign capital. 


The basic objective for absorbing foreign capital lies in the employment of 
foreign advanced technology. By learning foreign advanced technology. By 
learning foreign advanced management skills our state can raise its export 
competitiveness in the international market. Therefore, foreign capital 
should be invested in industrial, trarsportation, postal and communications 
undertakings that are technology intensive in nature and are not in sufficient 
supply in our country. It should also be used for purchasing advanced key 
equipment and software technology data which are urgently required and cannot 
be produced or obtained locally so that the portion of foreign investment made 
on nonproductive construction can be lowered. We should not spend too much 
foreign exchange on buying spare parts but should use it for developing 
services industries and the property market which are neither technology nor 
capital intensive. The economic development of foreign investment on a macro- 
perspective should be made in a way so that the scale of investment can be 
monitored and the industrial structure adjusted. 
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b. There are various methods to apply and foreign investment and various 
channels in which to apply it. The investment law should stipulate the extent 
permitted for a certain method or channel. For instance, modes of operation 
like cooperative operations or joint venture operations are not applicable to 
industries and enterprises that are related to strategic technology and 
military secrets. 


ce In applying methods like joint venture and cooperative operations for 
bringing in foreign investment, the shouldering of business risks and the 
allocation of profits should be laid down in the investment law. 


d. The coordinated capacity of the state's production construction and the 

extent to which we bring in and digest imported technology should be worked 

out for imported projects. While importing foreign advanced technology and 

equipment, special attention should be paid to resolving problems related to 
the coordination of the state's production construction. The condition that 
foreign merchants assist us in bringing in and digesting imported technology 
should be treated as their obligation and responsibility and be governed by 

law. 


3. The investment law should lay down stipulations for joint venture 
enterprises in various areas and for various issues like production planning 
and its implementation method, sales planning and its implementation method, 
exports and local sales ratios, accounting policies, financial planning, 
reserve funds, depreciation on fixed assets, responsibilities and the 
authority of enterprises managers employees salaries, methods for resolving 
disputes and their related procedures. 


f. There is a certain boundary on the “quantity” of foreign investment 
brought in and absorbed. To what extent will the scale and amount of foreign 
investment remain uninterrupted in our national economy, contribute to the 
development of our economic construction and pose no burden on us in repaying 
it? We should be serious in investigating these questions and lay down 
governing principles in the investment law. 


3. Local investment refers to the investment arranged through local funding. 
The increase in local financial revenue is a major source of capital for our 
state's fixed asset investments. The application of this capital is very 
important to the overall condition of both the development of the national 
economy and the reform of the investment operations system. 


On the direction of capital input, the capital of local governments should 
mainly be invested in urban infrastructural construction, public undertakings, 
the urban environment, and in the cultural, educational and artistic fields. 
In other words, the construction of nonproductive undertakings and tertiary 
industries are targeted as main investment objectives. Competition for 
profits among local authorities, enterprises, collectives and individual 
bodies can be avoided, without neglecting the establishment of basic 
facilities in cities and villages and public undertakings. Consequently, the 
investment environment will be improved. 
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4. The focus of central investment should be placed on cross-regional 
priority construction projects, the construction of basic facilities for 
society, undertakings like power and energy, transportation, post, 
communications, technology, education and health and the construction of some 
raw materials industries that yield very small, or no profits. 


5. An enterprise, especially one under the whole people ownership system, is 
a very important main investment body. The tendency and final outcome of the 
investment system reform is a gradual transfer of productive investment from 
the state and local govermnents to enterprises according to the scale, size 
and line of business. Both central and local governments (including the 
departments concerned) will gradually relinquish their policy-making authority 
over various projects as enterprises assume greater policy-making power over 
their investment projects. In this way, the investment law should be enacted 
to cater to the needs of the long-term objectives of the investment system 
reform. The law will give enterprises greater freedom and independence in 
handling their own investments so that they can be vitalized. It will help 
strengthen their capabilities in self-reform and self-development. It 
stipulates clearly that the scope of investment is not confined to self-reform 
and expansion for further production investment, but covers the construction 
of public facilities and tertiary industries. Enterprises will also be given 
the right to invest or participate as joint venture or cooperative partners in 
enterprises not within the same structure or even of a different province or 
country. All in all, enterprises will be permitted to invest in any venture 
as long as they are capable of handling the business. 


6. The investment law should also stipulate the scope of investment 
activities and the major trend of investment for financial institutions like 
banks. This will be done to ensure that the investment activities of banks 
can cater to economic development on a macro economic scale and to promote the 
modification of the industrial structure. 


Moreover, the investment law should lay down various provisions for various 
investment bodies regarding pricing, taxation, interest rates, wages, 
Management costs, etc. This helps to make the policy clear and concrete and 
people know what is supported, restricted or encouraged. 


E. To manifest the principle of planned management. 


If fixed asset investments are planned and executed in a proper way so that 
the scale of fixed asset investments suits the strength of the state, both 
production and construction objectives can be achieved and the persistent and 
stable development of the national economy can be guaranteed too. Therefore, 
the investment law should thoroughly manifest the implementation of planned 
management in fixed asset investments. 


Following is a list of its implications, elaborated in three areas. 


First, the state should work out a mid- and long-term plan, a 5-Year Plan and 
an annual plan for fixed asset investments in compliance with the general 
objectiv: of the tactical design of national economic and social development 
and the demand of the 5-Year Plan. The fixed asset investment plan should be 
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proved to be scientifically feasible and practical, and to be able to meet the 
needs of the overall planning of the national economy, and local development 
programs, as well as business development programs. The fixed asset 
investment plan should not be a plan that lacks scientific verification or one 
made out of subjective imagination without taking into account the strength of 
the state. 


Second, the 5-Year Plan and the annual plan of fixed asset investments must be 
approved and acknowledged by the People's Congress. The plan will be legally 
binding to investors once it is acknowledged. It will be due to be executed 
and implemented under the state's mandatory power and there will be no further 
expansion to its scale and contents. If it is really necessary to change and 
modify the plan, approval has to be sought from the previous approval 
organization or any related unit that has been assigned approval power. 
Further investigations and assessments will be conducted. 


Third, the party which is to assume the policy-making and approval authority 
depends on the investment projects of various main investment bodies and on 
the size of the project investment. Different administrative measures have to 
be exercised for different investment projects. The central government and 
the State Council should gradually relinquish responsibilities in directly 
making policy decisions for individual projects. Most of the projects should 
be administrated and managed by banks and investors. 


F. To manifest the principle of establishing working procedures for 
investment projects. 


The establishment of investment projects is important to the investment system 
reform. It remains an essential constituting part in the early phase of the 
infrastructural construction procedures, a starting point and a key hinge for 
making project decisions. All other work related to project decisions are 
made based upon this foundation. Without the establishment of investment 
projects, any work conducted in later phases will not be smooth. Whether or 
not the establishment is correct will still pose considerable restrictions and 
produce sizeable effects on the investment results of the entire project. 


The work related to the establishment of projects is divided into two phases. 
the first phase is to obtain an establishment permit for the proposed project. 
The second phase is to issue execution permits only to those projects that 
have establishment permits. The investment law should lay down certain 
criteria in governing the issuing and granting of establishment and execution 
permits to projects. 


Meanwhile, the investment law should also stipulate which units are to be 
responsible for examining project and granting establishment and execution 
permits. 


G. To manifest the principle of integrating policy-making authority and 
policy-making responsibilities. 


The provisions governing the policy-making authority of projects are in fact 
legal stipulations of the decision-making and approval authority of 
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construction projects. The investment law should stipulate the units that are 
to assume the decision-making authority of projects and the details of policy- 
making procedures in accordance with the various nature of the projects-- 
whether they are state construction projects, joint ventures or private 
investments, new projects or expanded ones--and with reference to the size of 
the investment and the source of capital, etc. 


Since the main investment bodies are varied and diversified the policy-making 
procedures of projects have to be flexible. They must be both simple and 
complicated, tight and relaxed, and should not be standardized. Generally 
speaking, policy-making procedures should be simple and the policy-making 
authority should be transferred to the lower level for the investment projects 
of those main investment bodies under the whole people ownership system. The 
policy-making procedures should be simple while the policy-making authority 
should be transferred to the lower level for investment projects of 
enterprises and banks under the main investment bodies of the whole people 
ownership system. As for the policy-making procedures and policy-making 
authority of investment projects of local and central governments, the former 
should be tight and the latter relatively centralized. Policy-making 
authority should be transferred to the lower level if the project is a small 
investment, whereas the policy-making authority should be relatively 
centralized if the project is a large investment. 


The investment decisions of construction projects are made by decision makers 
after engaging in the decision-making process. They are the results of the 
decision-making process. Whether investment decisions are correct or not will 
directly affect the returns on the investment, the overall condition of 
productivity and the economic structure, and lead people to reassess whether 
the industrial structure is an acceptable one. If the decision makers’ sense 
of responsibility is to be strengthened so that they will not cause any faults 
in investment decisions and help raise investment returns, the mere legal bind 
exercised through the policy-making procedures and policy-making authority is 
not enough. The investment law should work out stipulations to govern the 
policy-making responsibilities of the decision makers--decision makers should 
be responsible for their decisions and should regard any wrong decision as a 
dereliction of duty. If substantial economic loss is caused as a result of 
the wrong decisions made, the decision makers should shoulder the economic, 
administrative and even legal responsibilities. 
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PROBLEMS RESEARCH GROUP PAPER ON ENTERPRISE CONTRACT SYSTEM 
HK181350 Beijing JINGJI RIBAO in Chinese 28 Apr 87 p 3 


{Article by Problems Research Group of the Economic Management Research Center 
Under the State Economic Commission: “The Contract Management Responsibility 
System and the Invigoration of Large and Medium-Sized Enterprises” ] 


[Text] Further invigorating large and medium-sized enterprises under the 
system of ownership by the whole people has become the key to deepening the 
economic structural reform and developing the national economy at a fairly 
fast rate. This article is aimed at doing some research on, and exploring 
several problems concerning the implementation of the contract management 
responsibility system and the invigoration of large and medium-sized 
enterprises. 


I. The Concept And Main Forms of the Contract Management Responsibility 
System 


The contract management responsibility system refers to the fact that in terms 
of enterprise production and operation and income distribution, the economic 
responsibility, authority, and benefit of the state and enterprises are 
clearly defined by the contracts the two parties signed and ownership is 
separated from the power of operation so that enterprises will really become 
economic entities capable of carrying out their operations independently, and 
assuming full responsibility for their profits and losses. This is a form of 
enterprise operation with comparatively great vitality, a form emerging in the 
course of reform. 


Seen from the practice of various localities, the contract management 
responsibility system has two specific forms. They are single-item target and 
comprehensive forms. 


Characterized by simple methods and clear objectives, the single-item target 
contracting form mainly puts to full use the comprehensive function of profit 
norm. For instance, according to the method of contracting responsibility for 
progressively increased profits turned over to the state, after handing over 
product tax (or value-added tax) to the state, on the basis of a fixed base 
figure of profits turned over to the state, enterprises are obliged to 
transmit profits to the treasury according to a fixed progressive rate year 
after year. Under the method of contracting responsibility for the base 
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figures of profits turned over to the state (or for the tax target) and of 
sharing above-quota profits, enterprises are entitled to define their own base 
figures of profits turned over to the state and to share in proportion the 
portion of profits in excess of quotas according to state regulations. Loss- 
making enterprises or enterprises operating with a marginal profit which 
contract responsibility for profits or losses are entitled to define their own 
contract base figures and to retain that portion of profits (or reduced 
losses) in excess of quotas in proportion according to state regulations. 


Developed out of the single-item target contracting form, the comprehensive 
contracting form takes into account the coordinated development of the major 
economic relations, such as enterprises’ output and input, existing 
productivity and strength needed to back their continued development, and 
their economic results and consumption funds. Relatively comprehensive in 
substance, this form is applicable to a wider range of fields of endeavor. 
Its typical form is “double contract, one link,” namely, the contracting of 
responsibility for profits and taxes transferred to the state under which 
enterprises which fail to fulfill the contracted targets are obliged to make 
up for the amounts they owe by using their officially owned funds, the 
contracting of responsibility for fulfillment of state-approved enterprise 
technological transformation projects, and the linking of total wages (basic 
wages and bonuses) with the taxes and profits realized. 


In addition to the above-mentioned contracting forms, there are still the all- 
trade input-output contract responsibility system which is being practiced in 
the petroleum, coal, petrochemical, metallurgical, nonferrous metal, railroad, 
posts and telecommunications, and civil aviation industries and the enterprise 
management responsibility system and enterprise assets management 
responsibility system which have only been tried experimentally in selected 
units. 


II. Carrying Out Contract Management to Invigorate Large and Medium-Sized 
Enterprises Is a Major Decision Taken in the Practice of Reform 


Since the expansion of enterprises’ financial power in 1979, various 
localities have tried numerous contracting methods experimentally, such as 
contracting responsibility for profit delivery, contracting responsibility for 
progressively increased profits, sharing the total amount of profits, and 
sharing the total amount of profits plus the increased portion of profits. 
Judging from their trial implementation, these methods are fairly effective in 
invigorating enterprises. Later on, to standardize the reform methods, aside 
from a small number of enterprises which continued to carry out the 
experiments, most enterprises implemented a system of substituting taxes for 
delivery of profits, which played a fairly positive role in smashing the 
distribution system under which revenues and expenditures were handled by the 
state in a unified way somewhat stabilizing the relationship of distribution 
between the state and the enterprises, ensuring the treasury would get the 
lion's share from enterprises’ net revenues, minimizing the adverse effect of 
departmental and regional compartmentalization, and in transforming the direct 
administrative management to an indirect one. The system is in line with the 
reform of the economic relationship between the state and enterprises. 
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However, several years of practice have proved that the problems of enterprise 
operating mechanisms and of creation of a relatively stable environment for 
enterprises to carry out their operations independently remain to be resolved. 
To deepen enterprise reforms, it is necessary to choose a_ method of 
enterprise operation suitable for solving the problem of enterprise operating 
mechanisms. The basic requirement of the method is to enable us both to 
thoroughly and comprehensively straighten out the relationship of 
responsibility, authority, and benefit between the state and enterprises and 
to adapt ourselves to the current realities in which enterprises are vastly 
different from one another. Several years of reform practice have proved that 
the contract management responsibility system has such a function to perform. 
Capable of meeting the needs of the socialist planned commodity economy, the 
enterprise operating mechanisms based on contract management have a relatively 
strong self-regulatory system and function. The contract management 
responsibility system is mainly composed of two correlative aspects. They 
include enterprise self-development and self-restriction mechanisms. Their 
development and formation need some conditions. 


The conditions necessary for the formation of the enterprise self-development 
mechanism are mainly that enterprises must have the economic power to carry 
out their operations independently, the economic responsibility for their 
profits and losses, and their own economic interests as an independent 
accounting unit. To sum up, enterprises must be economically independent. 
This being the case, enterprises will have motivation, a dynamic force, and 
authority in their production and operations and the combination of the “three 
elements” means the vitality of enterprises. If enterprises’ economic power, 
economic responsibility, and economic interests are not coordinated and 
secured, invigoration of enterprises will surely be hampered in varying 
degrees. 


It is crucial to the formation of the enterprise self-restriction mechanism 
that we should eusure enterprises and their employees assume full 
responsibility for both their profits and losses and closely link the destiny 
of enterprises with the interests of their operators and employees so that the 
latter can concern themselves with the future of their enterprises as far as 
possible and willingly correct their enterprises’ short-term irrational 
economic behavior. 


The definition of methods of enterprise operation and the formation of 
operating mechanisms are decided not only by the internal departments of 
enterprises but also by an appropriate external economic and social 
environment. 


III. Several Problems Call For Attention in Implementing the Contract 
Management Responsibility System 


To implement the contract management responsibility system, the state should 
fulfill its obligations prescribed in the contracts and strengthen 
macroeconomic controls instead of letting things take their own course and on 
the part of enterprises, they should proceed from the overall situation of the 
state and make sure that state financial revenues will steadily increase. To 
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this end, attention should be paid to properly handling the following 
problems: 


--Base figures and ratios. With the introduction of the contract management 
responsibility system, a two-tier distribution system is applied in regard to 
the distribution of economic interests between the state, the enterprises, and 
the emplovees and there is thus no direct re..ationship of distribution between 
the state and the employees. Rationally defining the base figures will ensure 
that the state will get stable financial revenues from enterprises' profits 
and rationally defining ratios (the ratio for sharing above-quota profits and 
progressive rates) will ensure that enterprises will get most of the above- 
quota profits. Only when base figures and ratios are rationally defined can a 
steady increase in state financial revenues and enterprise revenues be 
guaranteed. The experience gained in the experiments shows that so long as 
base figures and ratios are fixed and unchanged for several years, they can 
really play a consolidating and stimulating role. 


--Assuming responsibility for profits and losses. Currently, most large and 
medium-sized enterprises still have vast potentials to tap. Ina period of 
time following their introduction of the contract management responsibility 
system, the profits of these enterprises will increase quite rapidly. 
However, it is also unavoidable that a small number of enterprises will incur 
losses in their operations. With regard to the latter situation, the state 
should tighten its restrictions on enterprises and no longer undertake any 
responsibility for their losses which should be borne by the enterprises and 
their employers using their officially owned funds. Administrative and 
economic means can also be adopted to instruct the enterprises to operate 
while in debt and to turn their losses into profits within a specified time. 


--The signing and supervision of contracts. Management contracts are a legal 
form of the separation of ownership of enterprises under the system of 
ownership by the whole people from their management power and are economic 
contracts that define the relationship of responsibility, authority, and 
benefit between the state and the enterprises while the two parties are 
fulfilling their contracts. While the two parties’ responsibility, authority, 
and benefit should be written in their contracts as specifically and clearly 
as possible, consideration should also be given to their linkage with the 
state's plan for economic and social development, to preventing the runaway 
growth of investment and consumption, and to the coordination of reforms in 
the internal departments of enterprises. After contracts are signed, the 
competent government departments should strengthen supervision, inspection, 
and auditing work. 


--Macroeconomic reform should go band in hand with the implementation of the 
contract management ceenanataetadl system. The planning and price systems and 
the function of government organs to manage the economy should be 
appropriately reformed to meet the needs of the establishment and development 
of new enterprise operating mechanisms. 
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SUPERIORITY OF SOCIALIST SYSTEM ASSERTED 
HK290044 Beijing GUANGMING RIBAO in Chinese 5 May 87 p 3 


[Article by Xiang Dongfang (7309 2639 2455): “Reality and Comparison: 
China's Development Has Manifested the Superiority of the Socialist System"] 


[Text] [abstract] To find an answer to the question of whether socialism is 
superior, we cannot help making a comparison with capitalism. Without a 
comparison we cannot make an assessment. But to make comparisons it takes a 
lot of knowledge. Given a different stand, a different viewpoint and 
different methods, the answer is naturally different. What is the level of 
China's current development in the world after all? How should we judge the 
gap between our country and developed countries after all? What are, however, 
the results of China's development in 38 years compared with other countries? 
How should we, in the end, judge the superiority of the socialist system? We 
can only find an answer to these questions in reality and comparisons. [end 
abstract] 


Superiority is usually linked to an advantageous position. So-called 
superiority means more of good things with an advantage in quality and 
quantity. When it comes to superiority, many comrades generally only pay 
attention to comparisons involving an advantage in quantity, or “statistical 
dominance.” This is not wrong. However, we should also take into 
consideration comparisons involving advantages in natural conditions. Only in 
this way can we scientifically study the question of superiority. When we say 
that China's socialist system is superior, we mean the following: 1) Our 
fundamental system is superior, but we do not mean that all our existing 
concrete systems and methods are perfection itself; 2) The main trend in the 
current situation in our socialist society is superior, but we do not mean 
that everything in socialist society is all-perfect; 3) We can give full play 
to our superiority on the basis of public ownership after hard struggle, but 
we do not mean that after the establishment of the system of public ownership 
everything would at once automatically become infinitely superior. In making 
comparisons with capitalist countries we must act scientifically and have 
clear-cut goals. We must not only see gaps but also see the changing trends 
in gaps. We must not only feel a sense of urgency through comparisons but 
also gain relatively firm confidence through comparisons. 


We must first make some historical comparisons to see how socialism has been 
practiced in China. Before 1949, China had been industrializing for more than 
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half a century. But annual total industrial and agricultural output value 
reached only 46.6 billion yuan, with total industrial output value standing at 
only 14 billion yuan (accounting for 30 percent). The national income reached 
35.8 billion yuan. Steel output stood at only 158,000 tons. Since 
liberation, socialism has only been practiced for 30-plus years. In 1986, our 
total industrial and agricultural output value reached, 1,510.4 billion yuan, 
with total industrial output value standing at 1,115.7 billion yuan 
(accounting for 74 percent). National income was 779 billion yuan. Steel 
output reached 52.05 million tons. Figures in these three fields were 
respectively 32 times (80 times where industrial output value was concerned), 
22 times, and 329 times those in°1949. Again take a look at the changes in 
China since the 3d Plenary Session of the llth CPC Central Committee. A 
comparison between 1986 and 1987 shows an increase in the gross national 
product from 348 billion yuan to 938 billion yuan and an increase of 102 
percent based on comparable prices. National income rose from 301 billion 
yuan to 779 billion yuan, an increase of 94.9 percent based on comparable 
prices. The state's national revenues rose from 112.1 billion yuan to 222 
billion yuan, an increase of 98 percent. Extra-budgetary funds held by 
departments, areas and enterprises rose from 34.7 billion yuan to 167 billion 
yuan, an increase of 381 percent. The average consumption level of urban and 
suburban residents throughout the country rose from 175 yuan to 450 yuan, with 
an increase of 86.9 percent after allowing for a rise in commodity prices. 
This “comprehensive comparison” has reflected the realities of socialist 
China, reflected the fact that despite some mistakes on our part, the 
superiority of the socialist system has been initially demonstrated, reflected 
the tremendous progress made in China's reform, reflected the actual benefits 
of reform that the people have begun to receive, and reflected the outstanding 
results achieved by the party in leading the new expedition since the shift of 
focus in work. 


It should be pointed out that a simple analogy is not a strict way of 
obtaining conclusive proof. The judgment of system between countries’ 
superiority can also not simply be linked to the current economic level. A 
very great economic gap exists between socialist China in the category of 
developing countries and developed countries. But a direct comparison of the 
levels of productivity based on a given chapter of history between countries 
in different stages of development and with different social systems without 
defining time boundaries and without taking account of such factors as 
history, geography, resources, population and culture can only bring a 
confusing and wrong answer. We generally give the following several answers 
concerning how to treat the gap between China and developed western countries, 
that is, how to make a “cross-sectional comparison:” 1) There is no 
comparison between a pony and a horse. The primary stage of China's socialism 
of 30-plus years cannot be compared with the existing results of developed 
capitalism that has undergone 300-odd years of evolution in history. 2) The 
development of the West was based on the backwardness of the East as a 
foundation stone. 3) The unusually great riches of the West can be traced to 
a painful and filthy road in the past. 4) Among the cultural and economic 
levels of various countries, certain things exist, the nature of which cannot 
be compared. To make things clearer we again mention here two kinds of 
situations. 
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First, to correctly judge China's position in the world economy there is the 
problem of choosing the system of indexes for reference where the computation 
of differences is concerned. The system of indexes in referring to the per 
capita gross national product is affected by the exchange rate of the 
renminbi. It fails to reflect the differences in the purchasing power of the 
renminbi at home and abroad. There are also great differences where wage and 
service trade calculations at home and abroad are concerned. Thus, it is 
impossible to make an overall study of differences between the East and the 
West. The “actual growth rate” of our per capita gross national product has 
all along been very fast. According to data released by the World Bank in 
1986, this index for our country for 1984 grew 12.7 percent over the preceding 
year, giving it first place in the world. This was based on fixed prices. 

Our country's per capita gross national product” had been based on the 
prevailing market prices for the year and the average exchange rates in the 
past three years. For 1984 the per capita gross national product was $310. 

In the preceding several years it continuously hovered around $300. The 
reason was because there had been a drop in the exchange rate of the renminbi. 
In 1980 it was 1.49 yuan to a dollar. In 1984 it was 2.32 yuan to a dollar. 
In 1986 it was again readjusted at the rate of 3.71 yuan to a dollar. With 
this situation reflected in the World Bank's table of statistics, 4 
contractive phenomenon would appear in which “the actual growth rate” was very 
high and the growth of “per capita gross national product” was relatively low. 
There is a big difference between our pricing system and that of Western 
countries. The exchange rates of the currencies of various countries against 
the dollar are chiefly determined by the price parities between import and 
export commodities of given countries and are affected by favorable and 
unfavorable balances of trade. A favorable balance leads to an increase in 
the value of a given currency and an unfavorable balance causes a drop in its 
value. Usually foreign trade commodities account for only a small portion of 
commodities produced by a country (around 10 percent in our country in 1984). 
Domestic prices of our commodities are basically not linked to the world 
market. Our commodity prices are low. Housing, medical care, transportation, 
education, and daily necessities are much cheaper. This is a manifestation of 
the superiority of socialism. The purchasing power of our renminbi is higher 
in our country than in the world market (through foreign exchange). The 
difference here cannot be reflected in the “per capita gross national product” 
in an index system. Therefore, given a per capita gross national product 
based on the dollar and then an assessment of the actual strength between 
countries, there is likely to be a relatively grave error. Meanwhile, the 
gross national product published by the World Bank is the total value of 
ultimate products and services produced by a nation in a year, including wages 
for all workers. In the West, the work of state administrative personnel, the 
Army and the police is put in the category of a service trade, and their wages 
are included in the gross national product. For service items like outpatient 
services, and litigation, our country charges very little. Western countries‘ 
charges are quite exorbitant. Developed countries practice a policy which 
calls for high wages and high commodity prices. This is the opposite of our 
country's practice. Thus, our country's gross netional product is made out to 
be very low. Some experts in “the assessment of currency purchasing power” 
hold that with the above factors taken into consideration, China's per capita 
gross national product has really been underestimated. Quite a large number 
of scholars estimate that our country's per capita gross national product is 
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$600. Of course, even given that, there is still a very big gap between our 
country and developed Western countries. 


In addition, we should pay attention to a system of indexes such as the “index 
of the quality of life.” With this index taken as a system for comparison and 
reference, there are very few incomparable factors between countries. So it 
has been universally adopted by international organizations devoted to studies 
and research. According to an analysis published in the World Bank's "1984 
World Development Report,” China, with a population above 1 million, in its 
per capita gross national product, ranks 102d in the world among 126 
countries. But the level of China's “index of the quality of life” has 
reached that of middle-income countries. Its per capita calorie intake ranks 
62d, the infant mortality rate 60th, the literacy rate for adults 47th, the 
expected life span 46th, and the birth rate (low) 26th. For a country with a 
per capita output value of more than $300, this level achieved in the quality 
of life must be attributed to the superiority of the socialist system. If, as 
in a capitalist society, some people suddenly become wealthy, inevitably with 
the dire poverty of most of the people as a price, then the index of the 
quality of the collective life of the 1 billion people will definitely drop. 
Most of the people would forfeit the right to participate in social 
development. This would ultimately lead to turmoil. Proof of this chain 
reaction can be found in some backward regions in the contemporary world. We 
have chosen the “index of the quality of life” to make these comparisons 
because we want to make clear the superior nature of socialism. The three 
pillars of the economic system-~public ownership, distribution according to 
work, and a planned commodity economy--vest the superiority of our country's 
socialism with the great superiority of nature. The socialist system's call 
for the gradual elimination of exploitation. The distribution of social 
wealth as a “price” is not only more humanitarian but also helps solve in a 
relatively economical way the problem of food and clothing for a population of 
1 billion. The quality of life of the Chinese people has reached the level of 
middl income countries in the world. This fact shows that our system has a 
superior nature which cannot be matched by the West. 


As long as our methods are right, a comparison can of course be made between 
us and developed countries. Enlightenment can also be obtained through 
comparison. For example, we can make a “cross-sectional” comparison between 
China and Japan. During World War II Japan suffered from the atomic bomb. It 
had a vast population in a small area and scant resources. But ic rose from 
ashes very quickly. The “puzzle of Japan” is worth studying. But in making a 
comparison we should also pay attention to two problems. One is that since 
the start of the Meiji reformation, Japan has all along insisted on promoting 
education in building up the country. Its resources in talent could not have 
been exhausted by atomic bombs. The high level of quality of its national 
culture should be claimed as one of the internal causes of Japan's success. 

In 1984 the literacy rate for adults in Japan reached 100 percent. The net 
rate of admission to school was 92 percent as far as primary education was 
concerned. This was the highest level in the world in many years. In our 
country, given many policy mistakes involving knowledge and intellectuals, 
there was still an illiteracy rate of 22.9 percent in the 1980's. (Footnote 
1) (Concise Encyclopedia Britannia, Vol 9, Appendix) Another problem is that 
since World War II Japan has witnessed a stable political situation at home. 
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On the other hand, our country has suffered several setbacks since then. The 
10-year catastrophe brought the national economy to the brink of collapse. 
From this comparison we can obtain enlightenment in the following: In the 
development of a country we must pay attention to education. There must also 
be stability and unity at home. Our mistakes in these two respects have 
nothing to do with the socialist system itself. In history China has all 
along very seldom had a stable environment for construction. From the Opium 
War in 1840 to the founding of the PRC in 1949, the turmoil of war was 
frequent for many years. In the turmoil of war China was always placed in the 
position of being looted. Under the Treaty of Shimoneseki alone, the Chinese 
side had to pay Japan an indemnity of 200 million taels of silver in military 
expenses, providing 17 percent of the funds that formed Japan's total domestic 
capital from 1895 to 1903. This shameful defeat in war caused us a loss of 
time and national resources. This historical factor cannot be overlooked in 
making a comparison between China and Japan. 


Second, we must correctly understand the changes in the trend of the 
development of productivity in China and Western Countries. The upgrading of 
a social system is the combined effect of various social and historical 
factors and is not just the product of the operation of productivity as a 
factor. Social productivity is the ultimate deciding factor in realizing 
socialism. But the formation of social productivity is a historical process. 
It is wrong to draw the conclusion that China is not as good as the West with 
“missed lessons to be made up” in regard to its system, by simply comparing 
the levels of productivity of China and the West. There is a need to rely on 
a long-term hard struggle to narrow the gap between China and the West. The 
appearance of a “widening gap” for the time being is normal. The theory of a 
“widening gap” in development economics means an increase in the absolute 
difference in per capita output value between countries. Take * comparison 
between China and the United States for example. There is an extremely great 
difference in the levels of per capita output values between China and the 
Untied States. In 1983, the per capita output value of the United States was 
47 times that of our country. In 1984 it was 50 times as much. Involved here 
are the factors of computation that we already mentioned. But the widening 
gap is a fact. Development economics hold that this phenomenon is normal. 


This theory purports that given the different strong points of developing 
countries and developed countries and a relatively big difference in their 
respective bases, the relatively large one of two changing rates [as 
published] will ultimately give rise to a relatively large absolute quantity. 
The greater the difference in absolute quantity at the outset and the smaller 
the difference in two changing rates, the longer it will take to realize this 
situation. Given that the pace of development of developing countries is two 
percentage points higher than the growth rate of developed countries, the gap 
in a century will be still wider. But with a low-income country maintaining 
an appropriate increase in the rate of growth, the gap after a century can 
still be narrowed, with developed countries even left behind. This is a law. 
Some foreign experte predict that this will be a cycle of 130 years. 
(Footnote 2) (Charles P. Kindelberger: “Economic Development” and other 
works, Shanghai Translations Press, First Edition, February 1986) As far as 
this theory is concerned, the 100-year strategy formulated by the CPC is a 
scientific policy decision. Our country's growth rate is now 4-plus 
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percentage points higher than the pace of development of some developed 
countries. Therefore, in the centenary of the founding of the PRC, given the 
superiority of the nature of our superior socialist system and given the 
emphasis on economic results and reliance upon scientific progress, the goal 
of catching up with some developed countries in their level of economic 
development can be realized. We cannot underestimate ourselves, blindly 
worshipping foreign things, just because of the recent gap in existence and 
its likelihood of widening. As long as we uphold the socialist road we can 
definitely succeed. 


We should apply the Marxist stand, viewpoint and method in making an analysis 
of contemporary capitalism in line with realities. Excessive praise or 
cursing is simple metaphysics. Within the scope of the world, it will take a 
long process for socialism to completely triumph over and replace capitalism. 
Contemporary capitalism has also changed and developed with the appearance of 
many new conditions, new contradictions and new characteristics. But is still 
has given vitality. Yet capitalism will head for perdition in the end result 
of history. This is dictated by the irreconcilable contradictions within 
capitalist society. The West is not so “superior” as some people say. In 
1986, the University of California Press published a new book entitled "An 
Overloaded Zconomy.” Its author is Professor Lloyd (?Dumas) [du-ma-si 2629 
7456 2448] of the Texas University. He takes issue with the view that the 
United States is being placed in the era of a super boom. He considers the 
U.S. economy to be on the decline. His basic viewpoint is: First, the 
vulnerability of the U.S. economy finds expression in a steep increase in 
poverty and hunger. In 1984 there was a recovery in the U.S. economy. But 
the number of Americans living below the poverty line was more than that of 20 
years ago. In 1983 the U.S. gross national product showed a relatively big 
increase. But the total number of poor people accounted for 15 percent of the 
U.S. population, an increase of 900,000 over the preceding year. He cited the 
figures given in the report, “Starvation in the United States--An Ever 
Spreading Plague,” announced by the American Medical Association last year. 
The number of undernourished people in the United States has reached 20 
million. While the ranks of poor people were continuously swelling, the 
purchasing power of the wages of most of U.S. workers was still lower than the 
level in 1976. Second, the U.S. budget deficit is swelling rapidly. In the 
past 10 years the U.S. budget deficit had doubled, reaching more than $1.5 
trillion. In the autumn of 1985, the president of the U.S. Federal Reserve 
Bank estimated that the interest on the national debt had reached $130 
billion. The United States, the largest industrialized nation in the world, 
had become the most heavily indebted nation in the world. Since 1916, U.S. 
foreign obligations had, for the first time, in 1985 exceeded the amount of 
money due to it abroad, with the net foreign debt reaching more than $107 
billion. Third, the balance of trade against the United States had been 
constantly growing. This was the most basic weakness of the U.S. economy. 
The data provided by this book can serve us for reference purposes. The 
overall situation shows that the principle of distribution represented by the 
capitalist system will inevitably lead to polarization. The contradictions 
between social mass production and private ownership of the means of 
production will inevitably lead to the total output of social products 
exceeding overall social demand and cause a cyclical economic crisis of 
surplus production. The bourgeoisie can naturally pay attention to forecasts 
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and restrict the scale of investment according to social needs. But this will 
lead to large amounts of money, production equipment and labor not being fully 
exploited. This “fast knot" will ultimately and inevitably interfere with 
economic development. 


A cross-sectional comparison should, most important of all, call for making 
comparisons to show which system can stimulate the more rapid development of 
productivity. In this sense, our socialist system is far superior. Take the 
average annual increase in total real domestic output value for example. The 
growth rate in 1970-1980 in China was 5.8 percent, 5 percent in Japan, 2.6 
percent in the Federal Republic of Germany, 3 percent in the United States, 
1.9 percent in the United Kingdom, and 3.5 percent in France. In these 
statistics for 10 years, we still have 7 years of the “cultural revolution” as 
an unfavorable domestic factor. 


Of 100-plus countries practicing the capitalist system, there are only a small 
number of developed countries of oil still standing. Most are not developed. 
By making comparisons between countries we can only select countries with 
similar national conditions. Of the developing countries in the past few 
years, there have also been a few “tiny tigers.” But these are after all 
small nations. Given a small population the problem of good can be easily 
solved. We should also note that the historical development of a few “little 
tigers” is backed by military and economic support from the United States. In 
its own interests, the capitalist world does not hesitate to spend heavily on 
supporting bridgeheads. For example, the per capita share of foreign money in 
South Korea in 1959-1982 reached $700. This infusion of blood from abroad 
undoubtedly created conditions for industrialization. We have not been 
provided with those conditions. Even given the same amount of foreign money 
in China ($28.4 billion), there is only a per capita share of $28.4. This 
obviously helps nothing. The economic index of some developing countries 
grows very fast. But they are in the category of “growth without 
development." The economy is kept going by selling resources with development 
following an abnormal pattern. Cultural and social development is stagnant. 
The comparison of China with another large Asian nation carries some 
persuasion. Before its independence, that country shared almost the same 
national conditions as China. In terms of per capita resources, climate, 
geography, and other natural conditions, it did a little better than China. 

In 30-plus years of development, the two had their own strong points. But 
China has shown faster development than that country. Given the country's 
total industrial output value as 100 in 1951, it was 608.8 in 1985. Given 
China's total industrial output value as 100 in 1952, it was 3,147.9 in 1985. 
That country's agricultural production grew at the rate of 2.7 percent per 
year. The rate of growth for China was 4.7 percent. It is indeed no meager 
achievement for China, with a cultivated area of 7 percent of that of the 
world, to keep a population of 23 percent of the world, clothed and fed. 
Concerning statistics about the index of the quality of life, the daily 
calorie intake for each person was 3,286 in China and 1,919 (below the UN 
target) in that country. The mortality rate for every 1,000 infants was 40 in 
China, and 117 in that country. (Footnote 3) ("Concise Encyclopaedia 
Britannia,” Vol 9, Appendix) It can be seen that because China's is following 
the socialist road it has greatly released social productive forces. There is 
a no denying that we also have drawbacks. But after all it is unlikely that 
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any country can exist without serious class contradictions, national conflicts 
and social turmoil. 


When it comes to the superiority of socialism, there is no escaping the 
several setbacks suffered since the founding of the PRC. In retrospect, had 
it not been for several setbacks, especially the 10-year turmoil of the 
cultural revolution, China's development would have been much better than now. 
But we must admit that the appearance of several setbacks is mainly due to the 
national situation formed in history being too complicated. China's socialist 
system still cannot in a short period of time get rid of all traces of the old 
era, especially the feudal remnant poison of personal despotism. Our 
socialist system still cannot reach greatest possible perfection in line with 
the national situation. The substitution of a new social system for the old 
system is always marked by a process of joys and sorrows and twists and turns. 
A socialist country is likely to make mistakes. So are capitalist states. 

The only difference is the nature of the mistakes, with different areas 
affected. After the birth of capitalism, most of the countries witnessed a 
comeback of feudalism. Some headed for Fascism in contemporary history and 
get involved in world wars, causing mankind great disaster. Of course, we 
cannot negatively compare mistakes. We should draw lessons from “setbacks” 
and strive to avoid them in the future. Since the 3d Plenary Session of the 
lith CPC Central Committee, our party has done so. The historical choice 
facing us is to perfect systems, reform systems and develop productivity. In 
no way can we totally negate the great superiority of the socialist systen. 

We firmly believe that as long as we uphold the four cardinal principles, and 
uphold the guideline calling for openness, reform and vitality, there will 
naturally be a brighter future for the development of China. 


/12913 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


GUANGMING RIBAO ON NONSOCIALIST ECONOMIC FORMS 
HK290711 Beijing GUANGMING RIBAO in Chinese 14 May 87 p 3 


[Article by Zhong Yan (6988 1484): "Is the View That ‘Those Who Talk About 
Capitalism Are Criticized While Those Who Do Capitalist Things Are Not' 
Correct?”] 


[Text] Observing some superficial phenomena with the unfolding of the 
opposition to bourgeois liberalization, some comrades have posed the following 
question: Why is it that “those who talk about capitalism are criticized 
while those who do capitalist things are not"? In their view, Fang Lizhi and 
others have only paid tribute to capitalism, without taking any action, while 
those who are “doing capitalist things,” namely, the practice of nonsocialist 
economic forms, such as the individual economy in both rural and urban areas, 
the private sector of the economy, joint ventures using Chinese and foreign 
investment, and enterprises wholly owned by foreign capital, in actual 
economic life are not criticized but allowed their existence and appropriate 
development; does this not seem contradictory and unfair? Does this view have 
any grounds? Does it hold water? Let us analyze the essence of the question 
by going into the phenomena. 


Now, regarding those people advocating bourgeois liberalization, what did they 
actually say when “talking about capitalism"? Whether it is Fang Lizhi, Wang 
Ruowang, or Liu Binyan, they were not just propagating some of the advantages 
of capitalism at large, but spreading the view that basically the entire 
socialist system does not work any longer, that it was wrong for China to take 
the socialist road, and that the more than three decades of socialist 
construction in China had been a complete “failure.” They also talked about 
reform and opening up, but they opposed the four cardinal principles in an 
attempt to guide reform and opening up onto the capitalist road. They upheld 
reversing the verdict on capitalism, and openly advocated “total 
Westernization” for China and overall transformation of our sociopolitical 
structure after the pattern of modern capitalist countries in the West. These 
were of course not just some impromptu remarks; they were explicitly spreading 
a political doctrine. Moreover, their “talks” have resulted in the utter 
confusion caused by the ideological trend of bourgeois liberalization. The 
student unrest in several cities in late 1986 sharply reminded us that we 
should be no means neglect such “talks about capitalism,” and of what grave 
consequences it would bring if we adopted an attitude of letting things drift 
by themselves! We should all draw a lesson from this; regarding those people 
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who “talk about” capitalism, namely those who advocate bourgeois 
liberalization, we should criticize them resolutely and gravely with a clear- 
cut stand. This is because such talks actually involve the fate of the party 
and the state, as well as the future of the socialist cause; if such a trend 
is left unchecked, our undertaking will be turned into a mess, and any 
construction will be out of the question. 


As to allowing the existence and development of some nonsocialist economic 
forms within certain bounds in economic life, under the prerequisite of the 
dominance of the public ownership economy, that is quite another kettle of 
fish. Regarding these practices within the bounds of existing policies, which 
have been proved to be feasible, as “doing capitalist things” is at least a 
gross misunderstanding, which should be clarified. 


At present, China is still in the initial stage of socialism; both its 
material and technological bases are still underdeveloped, and the development 
level of its productive forces is comparatively low. Socialist public 
ownership has become the main factor in China's national economy; this is of 
course unshakable. However, we must acknowledge simultaneously that a single 
public ownership cannot include all areas of our social economy. In a big 
country like ours, with such a large population an imbalance in its economic 
and cultural development, demands are manifold. It is impossible for the 
economy of ownership by the whole people to take care of everything, even with 
the help of the collective economy. Therefor,e there are objective grounds 
for the existence of economic factors other than public ownership. They are 
favorable to pushing forward the development of productive forces within the 
spheres suitable to the development of each of these factors. As the 
communique of the 12th CPC National Congress pointed out, the socialist state- 
run economy occupies the dominant place in the total national economy. For a 
considerably long period of time, the coexistence of various economic forms is 
necessary. The appropriate development of the individual economy practiced by 
the working people should be encouraged in both the rural and urban areas 
within the bounds stipulated by the state and the control of industrial and 
commercial administration, as a necessary and useful supplement to the economy 
of public ownership. The “Report on the Seventh 5-Year Plan” also pointed out 
it is necessary to continue to develop various forms of ownership and ways of 
operation under the prerequisite of adhering to taking public ownership as the 
main factor. This is an important conclusion summed up from the historical 
experiences of the economic development of China over many years, as well as 
from the fresh experiences of rural and urban reforms in recent years. In the 
process of development of the socialist commodity economy, the existence of 
the individual economy, as well as a small private sector of the economy, is 
inevitable, and their roles are irreplaceable in developing social production, 
making things convenient in the people's daily life, and expanding employment. 
The existing individual economy in China is linked with socialist public 
ownership, and is different from its counterpart linked with capitalist 
private ownership. China's individual economy belongs to the realm of 
socialist economy; it will not shake the socialist economic system, but will 
only be favorable to it. Like wise, the utilization of foreign capital, and 
attracting foreign capital, and attracting foreign businessmen to run joint- 
ventures, enterprises of cooperative operation, and enterprises wholly owned 
by foreign capital in China are also a necessary and useful supplement to our 
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socialist economy. “Regarding joint-ventures using Chinese and foreign 
investment, foreign investment accounts for one half, while the other half 
belongs to our socialist public ownership; in this way, at least the socialist 
economy half will be developed. When such an enterprise is built, half of its 
income will go to socialist ownership, while the state may benefit by the tax 
handed over by the enterprise.” (Deng Xiaoping: “Reform is the Inevitable 
Road for China to Develop Its Productive Forces.") Regarding the capitalist 
portion in joint-ventures, we may practice supervision over it. As to 
enterprises wholly run by foreign investment, they are themselves capitalist 
enterprises; but they must observe Chinese laws; therefore, this is capitalism 
that can be placed under our supervision. 


We should continue to develop the individual economy, the private sector of 
the economy, joint-venture involving Chinese and foreign investment, and 
enterprises wholly owned by foreign capital; this is favorable to our whole 
nation and people. In fact, they have not been developed enough. The 
proportions of the individual economy, the private sector of the economy, 
joint-ventures involving Chinese and foreign investment, and enterprises 
wholly owned by foreign capital in our industry are very small in the entire 
national economy of China. Based on 1985 statistics, their gross output value 
accounted for only around 2 percent of the gross social output value, while 
that of socialist public ownership made up the overwhelming majority. At the 
time the PRC first came into being, namely in the year 1949, the original 
industrial fixed assets amounted to only 12.4 billion yuan. Through our 
construction over more than three decades between 1949 and 1985, the 
accumulation of investments in capital construction of industrial units of 
public ownership, newly increased fixed assets, and operating funds had grown 
to more than 1,000 billion yuan. However, the foreign investment absorbed in 
recent years was only $20.6 billion by the end of 1986. The absorption of 
several tens, or even hundreds, of billion dollars of foreign investment will 
not ruin our socialist foundation. It cannot, and will never, dominate the 
overall situation of our economy. 


The main factor of China is socialism; we are to resolutely implement 
socialism in an area with a population of 1 billion. Under this 
preconditions, we will let capitalism exist within a small field, control and 
guide it based on our principle, and make it serve China. Comrade Deng 
Xiaoping pointed out: “The opening up of some cities, letting in some 
capitalism as a supplement to the development of the socialist economy will be 
favorable to the development of socialist productive forces. For example, 
when foreign businessmen invest in Shanghai, it does not mean that Shanghai as 
a whole is implementing the capitalist system. Neither is Shenzhen. The 
socialist system will still be implemented.” Such a practice will by no means 
shake the socialist economy, but will only be favorable to strengthening and 
developing it. The practices in building and developing special economic 
zones and many open cities along the coast over the past few years have fully 
proved this point. Just as Comrade Zhao Ziyang has recently put it, some 
things are capitalist, but they can serve capitalism as well as socialism. 


Of course, we should see that the individual economy, joint ventures involving 
Chinese and foreign investment, and enterprises wholly owned by foreign 
investment will not spontaneously and naturally become necessary and useful 
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supplements to the socialist economy; a series of principles, policies, and 
measures are involved to guarantee their existence and development, and to 
make them genuinely become such a supplement. We have already formulated some 
such principles, policies, and measures; others need to be continuously made 
complete and perfect, and formed into a whole range on the basis of practice; 
and still others need to be continuously drawn up. The present situation is 
that some of our specific policies and measures of control have failed to 
catch up for a time, and we have not yet drawn up legal regulations, or, in 
some cases, we have not had enough time to do so. This has resulted in some 
negative phenomena jn our socioeconomic life, providing a chance for such 
economic criminal activities as speculation, profiteering, bribery, and 
swindling. Some individual peddlers in the urban areas in particular are 
taking advantage of the loopholes in our tax policies and administrative 
system; and the gap in incomes between them and other members of society is 
irrational, and sometimes too wide, resulting in complaints from the masses. 
That is really a problem. If our work and policies should fail to keep up, 
loopholes and loss of control are inevitable, while the individual economy 
will conduct its activities based on its own eccnomic characteristics, and 
joint ventures involving Chinese and foreign investment will carry out their 
activities based on the practice of capitalist enterprises, and all kinds of 
nonsocialist economic forms will act according to their own economic laws. 
Such a situation should be controlled and supervised. However, we should by 
no means eliminate the individual economy and the private sector of the 
economy. We should let them exist and develop and at the same time, we must 
have corresponding policies and laws, including measures to regulate 
distribution through the levers of tax and profits, to guarantee that the 
individual economy will become a necessary and useful supplement to the 
socialist economy. 


We should believe that through the accumulation of experiences and improvement 
‘n our work, the problems emerging in the activity and development of all 
nonsocialist economic forms will gradually decrease. Of course, the immediate 
elimination of all such problems might be difficult. However, by no means 
should we basically negate the general principle of the long-term coexistence 
of multiple economic forms under the prerequisite of taking public ownership 
as the main factor, nor should we turn around and take the old road just 
because of the existence of those problems or a temporary lack of solutions to 
them. Regarding the question of why “those who do capitalist things” are not 
criticized, we should study it with sobriety, explain it correctly, and draw a 
demarcation line between capitalism and what are necessary and useful 
supplements to the socialist economy. If we fail to have a clear idea about 
it, or to master it appropriately, we will not be able to implement the 
central principle emphasizing that the opposition to bourgeois liberalization 
“should not be linked with economic reform and rural policies,” and will even 
violate it. This requires our down-to-earth attention. 


In conclusion, we should firmly master the two basic points in the party line 
since the 3d Plenary Session of the llth CPC Central Committee. It is 
necessary for us to resolutely oppose the ideological trend of bourgeois 
liberalization and, at the same time, to firmly implement the principle of 
reform, opening up, and invigorating the domestic economy. We are not for 
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reducing the errors of those who advocate bourgeois liberalization to “talking 
about” capitalism; neither do we agree to labeling those sociopolitical 
policies favorable to the development of productive forces as “doing” 
capitalist things. This is because neither of them conform to reality, hence, 
they are incorrect. 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


RENMIN RIBAO EVALUATES CURRENT PRICE SITUATION 
HK150751 Beijing RENMIN RIBAO in Chinese 13 May 87 p 2 


[Article by Hu Bangding (5170 6721 1353): “How To Approach the Current 
Situation of Commodity Prices”] 


[Text] As soon as the issue of prices is mentioned, people certainly air a 
lot of opinions. Then, how should we evaluate the present price situation in 
China? Is it good or bad? I think there may be three criteria for judging 
the situation: First, are the changes in prices under effective control and 
do the prices basically remain stable? Second, does the price structure tend 
to be more reasonable? And Third, do the price changes play a positive role 
in promoting production, circulation, and consumption? We should first 
comprehensively analyze these three points before drawing a conclusion on the 
price situation. 


First, let us talk about the first point, that is, the control over price 
changes. As we know, our current price reform is a structural adjustment of 
prices as a whole. For a long time in our country, the prices of farm 
products, raw materials, fuel, and other elementary products were too low. So 
it is unavoidable that the general price level will rise to a certain degree 
in the course of the price adjustment, and the key is whether the scope and 
margin of the rise can be brought under effective control. The state of 
things in the past few years has given us a positive answer to this question. 
Since 1979, the state has adopted a series of measures to ensure that market 
price rises are under effective control. For example, in 1979, the state 
raised the purchase prices for farm products by 22.1 percent, and in the same 
year, raised the retail prices for eight kinds of nonstaple food, including 
pork, beef, and mutton, by about 30 percent. Due to other effective measures 
taken by the state, the general index of retail prices in 1980 rose by a mere 
6 percent. In 1985, the state decided to decontrol the prices for most farm 
products and at the same time adjust the prices of some commodities. This was 
a major reform measure of great significance. After that, the growth rate of 
retail prices on the markets was still lower than the limit set by the state. 
In 1986, the actual growth rate of retail prices coincided with the planned 
target set by the state. This year, in order to control the level of retail 
prices within limits according to the plan, the State Council has issued a 
circular on strengthening price management and maintaining the basic stability 
of prices on the markets. All the above facts show that the state authorities 
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hold effective control over price changes and have taken resolute and well- 
considered measures to maintain the basic stability of market prices. 


In controlling the price changes on the markets, the state has also issued 
price allowances to urban workers or increased their wages so as to guarantee 
the improvement of most people's livelihood and enable them to bear the impact 
of price changes according to the state plan. 


Now, let us talk about the second point, that is, the rationalization of the 
price structure. There was a long-standing unreasonable price structure in 
our country in the past. The prices of elementary products (energy, mineral 
products, and basic farm products) were too low; and the prices of processed 
goods were too high. In addition, the price parities between many commodities 
were also unreasonable and this seriously affected the development of 
production. The masses also deeply felt that the price of goods were not in 
line with their quality. The consumers were not satisfied with this state of 
affairs, and the producers had no incentive to improve their operation. On 
the market, poor quality goods were stockpiled, and good quality items were 
out of stock and in short supply. Through the price reform in the past few 
years, the price structure has gradually become more reasonable. As compared 
with things in 1978, the general index of purchase prices for farm products in 
1986 rose by 77.2 percent, and this showed that the unreasonable condition of 
too low prices for farm products had been greatly changed. The price gap 
between industrial and agricultural goods has been greatly reduced, and the 
peasants have substantially increased their incomes. As compared with things 
in 1978, 100 jin of wheat can be exchanged for 50 kilograms more of salt, or 
10 kilograms more of sugar, or 20 meters more of white cloth in 1986. This is 
a major change brought about by the price reform. The internal price parities 
of light industrial and textile goods have also become more reasonable. Take 
the price parity between polyester fabric and cotton fabric which is well 
known to many people as an example. It has been narrowed from 1:2.4 in the 
past to 1:1.4 at present. Polyester fabric has become ordinary clothing 
material for the public, and the era of polyester clothing being considered 
high-class consumer goods has been brought to an end. On the other hand, the 
price gap between goods sold in free fairs and goods sold by state-owned shops 
has also greatly narrowed. There was a 78 percent difference in 1978, but the 
ratio was narrowed to 28 percent in 1986. The variety of goods on the markets 
hes been much enriched, and the goods have also become more marketable and 
better suited to the needs of the consumers. The prices of goods have also 
become more in line with the quality of the goods. All the above facts show 
that the price structure in our country is becoming more reasonable. 


The third point is closely related to the second point. If the price 
structure become reasonable, the price changes will be favorable to promoting 
production, enlivening circulation, and guiding consumption. There are many 
examples in this regard. We can first see what there is in people's food 
baskets. After the price of pork was decontrolled, peasants had higher 
enthusiasm for raising pigs, and this increased the supply of pork on the 
markets. In the past, many urban residents found it difficult to get fresh 
meat to eat, they could only get frozen meat; but now things have changed. 
The state-owned food shops are no longer run in the red as they were in the 
past when they were only able to sell one or two kinds of goods. After 
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controls on vegetable prices were removed, they rose for a time and then very 
soon became stable. In 1986, vegetable prices in all large and medium-sized 
cities were at the same level or a lower level when compared with those in 
1985; and it is expected that vegetable prices will remain stable this year. 
Urban residents generally agree that vegetables now are “fresh, tasty, and 
better in quality” and the edible part of the vegetables has risen to 90 
percent, or 18-20 percentage points higher than in the past. 


To sum up the above three points. We can naturally conclude that the present 
price situation is good. Then why are people still discontented with the 
state of things and still often grumbling about the prices? On the one hand, 
in the course of reform, some people have indeed raised prices and charges 
recklessly and excessively and some decontrolled prices suddenly rose too 
sharply for a time. On the other hand, as prices are related to people's 
immediate personal interests, it is quite natural that they like to see prices 
fall rather than rise. Moreover, we previously put too much stress on the 
stability of prices and this gave rise to a one-sided and too absolute 
viewpoint. So some people unwittingly approach the phenomenon of price rises 
from this one-sided and isolated viewpoint without Linking price’ rises with 
the better situation in material supply and the improvement of people's 
livelihood. Here, the absolute viewpoint refers to some comrades’ idea of “no 
price rise being good,” which is not in line with the facts in a commodity 
economy. 


According to economic theory, price is established in the process of 
production, circulation, and exchange, and the establishment of price itself 
is a process of economic movement. So price cannot be static, and stability 
is just a relative concept, which means that there is no great fluctuation in 
the general level of market prices. It does not rule out the possibility of 
any appropriate changes which are needed in economic development and are 
acceptable to all parts of society. Concretely speaking, at certain times, 
prices may rise by a comparatively larger margin than in usual times; and the 
prices of some specific goods may change rather a lot. For a long time in the 
past, we formed an erroneous viewpoint which considered stable prices as 
invariable prices. With the addition of other historical reasons, this made 
our price structure more and more unreasonable. As a result, high priced and 
poor quality goods were stockpiled and became unsalable; and goods which were 
too cheap and were made at higher costs were out of stock and in short supply. 
Such absolute price stability was greatly unfavorable to the long-term 
interests of the people. Therefore, we should get rid of the absolute 
viewpoint on price stability and establish a new concept of seeking price 
stability through reasonable adjustments. When we analyze the price 
situation, it is not enough to use the sole criterion of whether the prices 
are stable or not, and we must also see whether the price structure is 
becoming more reasonable. 


Of course, by saying that prices should change reasonably, we mean that such 
changes should occur under the premise of maintaining the basic stability of 
the prices, and we do not mean that all price rises are reasonable. We must 
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prevent and overcome price rises caused by poor overall economic management 
and by the imbalance between total deaand and total supply, and must 
resolutely check the irregular practice of raising prices and charges sharply 
without good reason in some units. Only thus can we effectively control the 
growth rate of the prices and ensure the healthy and well-coordinated 
development of the national economy. 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


JINGJI RIBAO ON PRODUCTION, ECONOMY DRIVE 
HK210815 Beijing JINGJI RIBAO in Chinese 9 May 87 p l 


[Article by Zhong Ji (6988 1015) and Ka Lin (0595 2651): “A Good Beginning-—— 
Roundup on the Current Situation in ‘Double Increase and Double Economy'”] 


[Text] The launching of the campaign of increasing production, practicing 
economy, increasing revenue, and limiting expenditure is a major event of 
economic work this year. The situation in all aspects shows that a good start 
has been made in this campaign, which has been launched for a short period of 
several months, and that the preliminary results have attracted attention. 


First, the industrial enterprises have increased production and income. Since 
the beginning of this year, as all places have strived to increase the 
production of marketable products, sales and income have increased month by 
month. The budgetary income for the state-run industrial enterprises was 
41.57 billion yuan in January, 45.18 billion yuan in February, and 52.21 
billion yuan in March. The total figure for the first quarter was an 18.5 
percent increase over the same period of last year. Following a turn for the 
better in the state of production and sales, the profits made by the 
enterprises have increased month by month. January saw a profit of 8.82 
billion yuan; February, 9.25 billion yuan; and March, 10.94 billion yuan-- 
altogether an increase of 4.5 percent compared with the first three months of 
last year and reversing in one fell swoop the trend toward the continuous 
reduction of profits. 


Second, economic results have taken a better turn for the commercial sector. 
Since the beginning of this year, the commercial sector has strived to improve 
the management of the goods purchased, strengthened the interregional exchange 
of commodities, vigorously organized the supply of industrial products to the 
rural areas, and continuously promoted the sale of commodities. During the 
first quarter of this year, the net sales income of the state-run commercial 
enterprises increased by 3 percent, wit! asequent profit income of 3.5 
percent over the same period of last ye 


Third, investment in nonproductive projects has markedly dropped. Due to the 
implementation of the policy of “three guarantees and three restrictions,” the 
phenomenon of the construction of buildings, halls, and hotels in all places 
in a big way has been checked. k The proportion of the investment in 
nonproductive projects by the units under ownership by the whole people to the 
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investment in capital construction dropped from 34.4 percent in the first 
quarter of last year to 30.1 percent in the same period of this year. 


Fourth, most of the localities have witnessed increases in revenue. In the 
first quarter, local revenue throughout our country saw an increase of 6.3 
percent over the same period of last year. Of the 29 provinces, autonomous 
regions, and municipalities, about 24 reported revenue increases. Localities 
with an increase of 20 percent and above included Shanxi, Nei Mongol, Yunnar., 
Guangdong, and Guangxi. 


The main reasons for the marked results in the campaign of “double increase 
and double economy, scored in a short period of time are that guiding ideology 
is relatively definite and all places have paid attention to regarding the 
raising of economic results as the center and worked hard to increase the 
production of marketable products, to improve the quality of products, and to 
reduce consumption and expenses. The situation of putting undue emphasis on 
reducing output value and on accelerating production is less serious. The 
target is relatively specific. For example, Hubei Province has proposed that 
marketable products should be increased by 250 kinds, the production of 25 
kinds of unsalable products restricted, and 2,500 new products developed. 
Measures have been taken in a relatively down-to-earth manner. For example, 
Qingdao City has ensured that all tasks of “double increase and double 
economy” should be carried out at all levels, in particular the tasks of 
reducing costs and consumption should be carried out by all shifts, groups, 
and workers. 


The preliminary achievements in “double increase and double economy” 
vigorously indicate that the campaign has indeed played an important role in 
yielding better economic results and striving for steady and sustained 
development of the national economy. It is necessary to grasp it unswervingly 
and protractedly. 


At the same time, the campaign of “double increase and double economy” has 
developed unevenly; full attention should be drawn to this. 1) Enterprises 
still suffer relatively seriously from financial losses, and the number of 
such enterprises is increasing. During the first three months of this year, 
money-losing state-run industrial enterprises numbered 8,915, which is 933 
more than for the same period of last year. They had a loris totalling 1.53 
billion yuan--a 41.9 percent increase over the same period of last year. 
Except for Shanxi, Shandong, and Guangxi, the amount of losses of the other 26 
provinces, municipalities, and autonomous regions generally increased. 2) 
Institutional purchases have increased by a big margin. The retail sales of 
consumer goods sold to social groups by the commercial sector in the first 
quarter of this year recorded an increase of 26.4 percent over the same period 
of last year; administrative and management charges defrayed by the banks in 
this period was 30.3 percent more than in the same period of last year. 3) 
Some places have embarked on too many new projects. During the first quarter 
of this year, 2,473 new projects were started, 90.3 percent of which were 
local projects. The investment in capital construction by units under 
ownership by the whole people in this period increased by 24.4 percent and was 
much bigger than the investment made in the same period of last year, which 
increased by 9.5 percent. The investment tended to increase again. In 
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addition, some places and enterprises have still only given general directives 
on “double increase and double economy” still not worked out a specific target 
and measures, and still not urged the workers and the masses to 
conscientiously carry out the campaign. On this account, it is very essential 
to further reduce the investment, to strictly control new projects, to further 
increase the production of marketable products, to reduce the consumption of 
materials, to further combine the campaign of “double increase and double 
economy” with penetrating reform, to implement all forms of the system of 
contracted responsibilities for operation, and to arouse the enthusiasm of the 
enterprises and workers so that the campaign of “double increase and double 
economy” can be launched more protractedly and in a more down-to-earth manner. 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


COMMENTATOR URGES DEEPENING ECONOMIC REFORMS 


HK291327 Beijing ZHONGGUO JINGJI TIZHI GAIGE in Chinese No 4, 23 Apr 87 pp 3- 
9 (tentative) 


[Article by contributing commentator: “Persevere in Exploration, Deepen the 
Reform” ] 


[Text] Since the 3d Plenary Session of the 12th CPC Central Committee, reform 
of the economic structure has entered a new stage. The focus of reform has 
been shifted from rural areas to the cities and its range has been expanded 
from the production and distribution spheres to the sphere of circulation, and 
from the commodity market to the financial market. Since the reform is 
developing in a deep-going way, we have to explore many practical and 
theoretical questions and sum up our experiences in various fields. The 
purpose of reviewing and summing up our experiences in various fields. The 
purpose of reviewing and summing up our experiences in the reform over the 
past few years, studying the new situation and new problems that have emerged 
in the course of reform, and further studying the ideas and methods for 
solving these problems is to deepen and promote our reforms. 


Like all other things, the development of reform of the economic structure 
cannot be a straight line. At the end of 1984, in view of the trend of 
growing investment in fixed assets, the State Council called for strengthening 
and improving the macrocontrol. Now this trend has been curbed, and initial 
results have been achieved by implementing the measures of macrocontrol. 

Sharp rises and falls in economic growth have been prevented. This year, a 
trend of harmonious and steady development has appeared in China's economy and 
a good environment has been created for deepening the reforms. 


Our practice over the past few years shows that reform of the economic 
structure and economic development depend on and promote each other. When 
there is a harmonious and steady economic development, the measures for reform 
of the economic structure will be more smoothly implemented. If there is 
violent movement in the economy, we will be unable to carry out reform of the 
economic structure in a deep-going way. Practice also shows that reform of 
the economic structure is a great motive force for the economic development. 
It injects new vitality into thousands upon thousands of enterprises and the 
entire national economy, promotes the readjustment of the economic structure, 
and helps increase economic results. To deepen reform of the economic 
structure, it is necessary to correctly handle the relationship between 
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economic development, economic reform, and the people's livelihood, to make an 
overall arrangement in economic construction and the structural reform, and to 
gradually increase the people's standard of living on the basis of developing 
the economy. At present it is necessary to make further efforts to strengthen 
und improve macroeconomic regulation and control, prevent any sharp increase 
in the investment in social fixed assets, and prevent excessive growth of the 
social consumption funds. In the reform of the economic structure, it is 
necessary to put forth feasible plans, measures, and methods for deepening 
reform on the realistic basis of economic development and in light of the 
bearing capacity of the social economy. Reform oi the economic structure 
should be helpful to readjusting the investment structure and the production 
setup and to increasing the economic results of allocation of resources. 


Reform of the economic structure is a course of self-readjustment and self- 
perfection of the socialist production relations. When the reform is 
deepened, we will inevitably encounter more and more contradictions and 
problems, and our tasks will naturally become more and more arduous and 
complicated. We must acquire a profound understanding of the arduousness and 
complexity of deepening reform in the course of replacing the old system with 
the new. When working out any important measures for the reform, it is 
necessary to take into consideration the internal coordinated relations of all 
other relevant aspects; it is necessary to take into consideration both the 
positive results and negative results, and both immediate results and long- 
term results of the reform. We must understand that the reform can only 
develop step by step and must guide its development according to circumstances 
and the real situation. We must make continuous efforts to explore new things 
and advance. 


Since the 3d Plenary Session of the llth CPC Central Committee, the Party 
Central Committee has worked out a general policy of “invigorating the 
domestic economy and opening up to the outside world.” Through the reform of 
the economic structure over the past eight years, great changes have taken 
place in China's society and economy. The past eight years was a period in 
which the Chinese economy was developing with the greatest vigor, China's 
national strength was growing most quickly, and the people were gaining most 
material benefits. To deepen reform of the economic structure, it is 
necessary to continue to follow the path of “invigorating the domestic economy 
and opening up to the outside world” firmly and unswervingly, and to 
invigorate enterprises and stimulate circulation. It is necessary to further 
promote lateral economic and technological ties, deepen the reforms of the 
enterprise operation mechanism, the economic motional mechanism, and the 
macroeconomic regulation and control mechanism. 


It is extremely important to correctly understand and deal with the new 
situation and new problems that have emerged in the course of reform. We must 
judge these problems by new standards and new concepts. If we continue to 
view such problems with the old concepts of the product economy, we may think 
that ecunomic development and economic reform are not good at all. For 
example, over the past few years, the income of urban residents has increased, 
their livelihood has improved, and commodity prices in the market have also 
risen. We cannot let things remain unchanged without carrying out reform and 
making a readjustment of the price system, nor can we be overhasty in doing 
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so. There is a slight increase in commodity prices each year, but the actual 
standard of living of the great majority of people is also improved. People 
will gradually get used to it. The phenomenon of wage increase without price 
increase will never appear. The problems that emerged in the reform can only 
be solved by further adopting a series of methods of coordinated reform. If 
we do as we did in the past and ration consumer goods to keep prices 
unchanged, if wages are increased every 10 or more years and a low standard of 
living is maintained on the basis of low commodity prices, and if 
egalitarianism is practiced in distribution, this course of action will also 
get us nowhere. For another example, the trend of growing investment in fixed 
assets usually appears every two or three years. In these years, as a result 
of reform of the economic structure, localities and enterprises have been 
granted certain decision-making powers in financial affairs. If we continue 
to adopt the system of state monopoly for revenue and expenditure and withdraw 
the decision-making power of the enterprises in production and investment in 
order to control the swelling scope of investment in fixed assets, the entire 
economy will be rigidly controlled again. To fundamentally solve the problems 
of “acting on impulse” and “hunger” in investment, we must further carry out 
reforms of the investment and taxation systems and the corresponding reform of 
the financial system, harmonize relations between the state and enterprises 
and between the central and local authorities in the sphere of distribution, 
and gradually shift the main body of profitable investment from the government 
to the enterprises. We must adopt the system of using funds on a pay back 
basis and, after drawing a distinction between management power and financial 
power, adopt the system of macroeconomic management level by level. 


With regard to the guiding ideology for deepening reform of the economic 
structure: 1) It is necessary to make continuous efforts to promote the 
socialist commodity economy and gradually expand both the commodity and 
financial markets; 2) it is necessary to make efforts to gradually establish a 
new management system suitable for the development of the socialist commodity 
economy; and 3) it is necessary to take into consideration the real situation 
and possibilities of reform so that reform can be carried out steadily and in 
a positive manner and advance step by step rather than overhastily. 


We must make continuous efforts to explore the internal relations between 
invigorating enterprises, developing the socialist markets, and carrying out 
indirect macroeconomic regulation and control and the laws governing these 
three. While deepening the reform of enterprise operation mechanism, it is 
necessary to carry out corresponding reforms of the commodity circulation 
system, the material and investment control system, and the labor and wage 
system, and to carry out classified guidance for the enterprises in accordance 
with the specific policies for industry and for various professions. In the 
three reforms we should never concentrate our efforts on one reform only, but 
in different states, there can be different stresses. Since the economic 
situation varies in thousands of ways from place to place in our country, when 
implementing any reform measures, we should avoid “imposing uniformity” on 
various places. 


China is now in the primary stage of socialism, and the economy in this stage 
is a kind of undeveloped commodity economy. We must fully understand the 
characteristics of the social economy in the primary stage of socialism. When 
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studying reform of the economic structure and deepening this reform, we cannot 
deviate from this basic national situation and basic prerequisite. A highly 
developed commodity market and financial market cannot be formed overnight; 
and a new economic mechanism characterized by the control of market by the 
government and the market providing guidance for the enterprises cannot be 
formed and brought into play in a short period. We must acquire a firm 
concept of the socialist commodity economy, encourage the spirit of 
exploration, and gradually reform the management system and methods that do 
not suit the development of the productive forces in light of the objective 
demand of the economic development, so as to promote the harmonious, steady, 
and continuous development of the national economy and to promote the change 
from the old economic structure to a new one. 
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PROVINCIAL FRCONOMIC 


JIANGXI'S NEW MEASURES FOR CONTINUED ENTERPRISE REFORM 
Plan To Build on Previous Reform Foundation 
Nanchang JIANGXI RIBAO in Chinese 3 Mar 87 p 1 


{Article: "Carry Further Enterprise Reform, Strive for Increased Output and 
Conservation" } 
if 
[Text] Last year, after putting an end to excessively rapid growth of 
industrial output, Jiangxi province moved toward continuous, steady, and 
coordinated growth and its gross industrial output increased by 10.9 percent 
over the figure for the preceding year. Many large and medium-size 
enterprises made new contributions. Recently the province's party committee 
and government explicitly stated that this year's reforms must emphasize 
breakthroughs in the vitality of enterprises, especially large and medium-size 
enterprises. 


The discussions of new plans for this year by leaders of eight large and 
medium-size enterprises, namely the Jiangxi Steel Works, the Xinyu Iron and 
Steel Works, the Guixi Smelting Plant, the Jiujiang Oil Refinery, the Jiangxi 
Optical Instruments Corporation, the Nanchang Aircraft Company, the Jiangxi 
Cotton Textiles Printing and Dyeing Plant and the Nanchang Diesel Engine 
Plant, which are published on page 2 of today's edition, represent specific 
efforts at implementing the spirit of the central directive calling for a 
movement for increased output, conservation, increased earnings and thrift, 
and at performing the various tasks for 1987 handed down by the provincial 
party committee and government. These enterprises are coming to grips with 
the principal problems in specific form and are drafting specific programs and 
effective measures, are improving their internal management systems in order 
to tap additional potential; they have effectively promoted the movement for 
increased output, conservation, increased earnings and thrift. During the new 
year the province's large and medium-size enterprises will follow the 
assignments and instructions of the provincial party committee and government 
and adhere to the four basic principles as they continue to develop the 
excellent situation of stability and unity; they will display a spirit of 
hard struggle in coming to grips with the key problem of invigorating the 
enterprises; and they will take a strictly realistic approach, expand 
enterprise reform, rapidly launch the movement for increased output, 
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conservation, increased earnings and thrift, and make new contributions to an 
all-round increase in economic benefits and to continuous, steady, coordinated 
development of the province's economy. 


Commentary Outlines Measures for 1987 
Nanchang JIANGXI RIBAO in Chinese 3 Mar 87 p 1 
(Commentary: “New Beginnings for the New Year"] 


[Text] The central tasks for this year's economic activity are as follows: 
expand enterprise reform, conserve, and improve profitability overall. As the 
enterprises make plans, draft measures, and institute new beginnings for the 
new year, they must adhere strictly to these central concerns. In the 
discussion of new plans for the new year by leaders of some of the province's 
large and medium-size enterprises that we are reporting on today, the common 
point is that a realistic approach is being taken when drafting programs and 
measures for invigorating the enterprises and furthering the reform, improving 
the internal management system in order to tap additional potential, achieving 
increased output, conservation, earnings and economic returns. Their plans 
for the new year are sure to result in new beginnings. 


The focus of ongoing reforms is the invigoration of the enterprises, 
especially large and medium-size enterprises. Under the conditions in Jiangxi 
Province, the large and medium-size enterprises are a reliable mainstay in 
increasing economic benefits and government revenues. Last year 20 
enterprises paid profit taxes of 10 million yuan or more, while another 20 
paid taxes of between 6 and 10 million yuan. The profit tax generated by 
these 40 large-profit enterprises is already over 700 million yuan. A yearly 
1-percent increase in the profit taxes paid one large or medium-size 
enterprise is equal to the total profit taxes paid by several small enterprise 
or perhaps even by a few dozen. Recently, when the provincial party committee 
and government were assigning the province's economic struggle targets for the 
year, they announced vigorous measures to be taken by these 40 enterprises in 
the context of reform, opening to the outside world, and invigorating the 
enterprises: the 20 large and medium-size mainstay enterprises whose profits 
taxes reached 10 million yuan or more in the current year will modernize their 
facilities in order to move up a notch, while the 20 enterprises that 
currently pay profit taxes of between 6 and 10 million yuan are to reach or 
surpass the 10 million yuan level within 2 or 3 years. In addition, the 
province's capacities for the production of 30 top-selling products must be 
expanded and a group of superior-quality, name-brand products that have a good 
reputation on domestic and foreign markets must be made into true top-selling 
products, making it possible to achieve economic superiority; in addition, 
the 50 key enterprises that generate foreign exchange from exports must be 
genuinely converted from a domestically-oriented economy to a foreign-oriented 
economy and from technology import for consumer goods production to technology 
import for the generation of foreign exchange so as to move toward a 
beneficial cycle of expanded output, importation of technology and increased 
foreign exchange earnings. Policies must be relaxed for sixty mainstay older 
enterprises whose facilities were built in the 1950's and 1960's so as to 
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increase their internal vigor and their ability to transform themselves and 
advance under their own power. Effective steps must be taken to deepen reform 
and economically invigorate the 150 key enterprises so that economic 
development can take another step forward; this is of the greatest importance 
to the province's economic development. While launching the movement for 
increased output, conservation, increased earnings and thrift, all large and 
medium-size mainstay enterprises must strive to increase their vigor so as to 
promote Jiangxi's economic development. 


For the purpose of invigorating large and medium-size enterprises and making 
new beginnings in the new year, in addition to continued implementation of the 
plant director responsibility system, revamping the various management 
responsibility systems within the enterprises and regularizing relations 
between party, management and worker groups, it is also extremely important to 
institute the full range of rights, responsibilities and benefits, in keeping 
with the principle of separating ownership rights and management powers, and 
to apply them effectively to enterprise managers. No hard and fast rules need 
be laid down regarding management forms: the emphasis should be on forms that 
are suited to the particular characteristics of the enterprise. Experience 
with spot experiments with various types of management contracting systems in 
various locations indicates that although the enterprises face numerous 
difficulties, a great deal of additional potential can be tapped if their 
internal management systems are further improved. We must continue the 
search, implement various types of management contracting systems, solve the 
problems connected with expanded enterprise autonomy, rapidly launch the 
movement for increased output, conservation, increased earnings and thrift, 
and get enterprise management and employees involved so as to tap the 
enterprises’ immense potential. If we can further mobilize all concerned, the 
large and medium-size enterprises will be able to make new beginnings in 
reform, opening to the outside world, and invigorating themselv.s. 
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PROVINCIAL ECONOMIC 


BRIEFS 


JIANGSU INDUSTRIAL OUTPUT RISES--Jiangsu Province's industrial output rose 
steadily during January and February. Cumulative industrial output reached 
16,143,000,000 yuan, up 22.4 percent from the same period last year, while 
cumulative government revenues were up 6.9 percent. The main reasons for the 
Steady rise in the province's industrial output this year are as follows. 
Industrial departments at all levels treated readjustment of the product 
structure as a key element in increasing earnings while decreasing 
expenditures and vigorous efforts were made to increase the output of readily 
Saleable products. Market conditions changed for the better. All localities 
made their production preparations well in advance, and the availability of 
materials and energy was good. Industrial electric power also increased over 
the same period last year. A problem that requires attention is the high 
level of funds committed to the production of finished products. According to 
statistics from the province's industrial and commercial bank, funds committed 
to the production of finished products by the mechanical engineering and 
textile industries and light industry in January were below last year's levels 
but were rising. Because of the large discrepancy between deposits and loans 
last year and the consistently high level of funds committed to the production 
of finished products, there is still a funds shortage. [Article: "Jiangsu's 
Industrial Output Rose Steadily in January and February"] [Text] [Nanjing 
XINHUA RIBAO in Chinese 7 Mar 87 pl] 8480 
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INDUSTRY 


CEI SERVICE REPORTS INDUSTRIAL PRODUCTION STATISTICS 
OW180610 Beijing XINHUA in English 0533 GMT 18 May 87 


[“Statistics—China‘'s Industrial Production up 14.4 Percent in Four Months”— 
XINHUA Headline] 


[Text] Beijing (CEIL)--China's industrial output value reached 311.96 billion 
yuan in the first four months of this year, an increase of 14.4 percent over 
the same 1986 period, according to the latest report of the State Statistics 


Bureau. 


Output value of heavy industry was 153.75 billion yuan, a rise of 13.6 
percent, and that of light industry was 158.21 billion, a rise of 15.1 


percent. 


Figures of major industrial products in the period are as follows: 


Product 


Coal 

Crude Oil 
Electricity 
Steel 

Rolled Steel 
Pig Iron 
Cement 

Timber 

Plate Glass 
Metal-Cutting 
Machine Tools 
Motor Vehicles 
Small Tractors 
Locomotives 
Microcomputers 
Bicycles 
Sewing Machines 


Wristwatches 
Television Sets 


Output 


275.32 million tons 

43.348 million tons 
153.81 billion kwh 

18.013 million tons 

14.328 million tons 

17.34 million tons 

51.969 million tons 

20.59 million cubic meters 
17.4988 million cases 


45,800 
135, 200 
371,200 
290 
11,610 
12.9134 million 


3.216,700 [as received] 


million 
22.445 million 
5.4763 million 
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"3.9 
"S.1 
“10 
"7.5 
"7.9 
"10.1 
"9.1 
"10.8 
“1.1 


~13.4 
"7.5 
"41.4 


Percentage of 
Increase or Decrease 











Tape Recorders 
Household Washing 
Machines 
Household Refrigerators 
Cameras 
Electrical Fans 
Synthetic Fibers 
Cloth 

Silk 

Woolen Piece-Goods 
Knitting Wool 
Beer 

Canned Food 

Dairy Products 
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6.4639 million 


3.5159 million 
1.0406 million 
596 ,100 
12.7608 million 
397,900 tons 
5.236 billion meters 
15,600 tons 
79.63 million meters 
53,400 tons 
1.343 million tons 
347,000 tons 
72,558 tons 
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INDUSTRY ECONOMIC 


CEI REPORTS METALS MARKET FORECAST FOR 1987 
0W180636 Beijing XINHUA in English 0605 GMT 18 May 87 
["Forecast--1987 China Metals Market Forecast"--XINHUA Headline] 


[Text] Beijing (CEIl)--China's Metal Industry Information Network concludes 
after analyzing the market prices of metallic materials in 1987 that the price 
for building steel will be stable with slight decline, the price of the 
production steel will keep a strong trend and that of nonferrous metal will be 
basically steady. 


This was released in a market forecast recently carried by the newspaper 
ECONOMIC INFORMATION. 


Last year, the output of steel increased by over four million tons compared to 
1985. The State has controlled the scale of capital construction, and, as a 
result, the tension in the steel supply has been eased. Late last year, 
market prices weat down gradually. Agreed prices for one ton of building 
steel in all provinces last December were: 1,400 yuan to 1,500 yuan for wire 
rods, 1,500 yuan to 1,600 yuan for threading steel and 1,350 yuan to 1,450 
yuan for round bars. 


This year, there will be no relaxation in the State's macrocontrol of the 
scale of capital construction, and bank loans will retain the same level. 
Therefore, the tendency for building steel prices to decrease will continue; 
each ton will cost about 100 to 200 yuan less. 


Prices for some kinds of production steel and steel used in light industry 
will still be strong. Last November the Shanghai Production Data Trading 
Market held a coordinating meeting together with more than 70 steel~production 
and management units. At the meeting, there wae a great demand for tin 
taggers, silicon sheet, galvanized sheet, and cold rolling sheet and supply 
fell short. 


The most badly needed were large I-bars, U-bars, angle bars and silicon sheet 
used in light industry, small-bore seamless tube, galvanized steel, cold 
rolling sheet and tin taggers. At another meeting held by six cities in 
Jiangsu Province, the price for each ton of 0.25mm tin taggers rose to 4,150 
yuan and that of silicon sheet was 2,750 yuan. 
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In nonferrous wetals, aluminum is in short supply, copper slightly short and 
zinc stable. ‘State control and the floating downward of market prices for 
ferrous material means there won't be any big rise or fall in the market 
price. Each ton of aluminum ingots will generally cost 6,100 yuan to 6,300 
yuan, copper 6,700 yuan to 6,900 yuan and zinc 3,500 yuan to 3,700 yuan. 
Prices won't stay the same, but the gaps won't be large. 
/12913 
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INDUSTRY ECONOMIC 


CEI REPORTS ON ‘HIGH-PROFIT ENTERPRISES’ IN 1985 
0W180622 Beijing XINHUA in English 0550 GMT 18 May 87 
[“China’s 1985 High-Profit Enterprises”--XINHUA Headline] 


[Text] Beijing (CEI)--China's Daqing Oil Field, with an annual production 
capacity of 385 million barrels, turns in three billion yuan (US$811 million) 
in profit or tax each year. 


"This figure shows Daqing leads the country’s 8,000 enterprises,” the State 
Council's Industrial Surveying Office just announced. 


A recent survey also shows, China's 50 most profitable enterprises play an 
important role in the country's national economic development, and the profit 
tax they pay each year makes up 17 percent of the nation's income. 


Ranking second is the Anshan Iron and Steel Company, which produces 7.3 
million tons of steel annually, and third is Beijing's Yanshan Petrochemical 
Corporation, which produces 300,000 tons of ethylene a year. 


Next on the list are the Wuhan Iron and Steel Company and the Capital Iron and 
Steel Company, each producing over two million tons of steel a year. 


Among the fifty enterprises, 17 are petrochemical companies, and 14 are power 
firms. The No. 1 automobile factory in Changchun and 8 cigarette 
manufacturers also pay over 200 million yuan (US$54.1 million) in profit or 
tax. 


The 50 enterprises are: 


1. The Deqing Petroleum Administration; 

2. The Anshan Iron and Steel Company; 

3. The Beijing Yanshan Petrochemical Corporation; 

4. The Wuhan Iron and Steel Company; 

5. The Capital Iron and Steel Company; 

6. The Battle Headquarters for Oil of Shengli Oil Field; 
7. The Shanghai Petrochemical Complex; 

8. The Qilu Petrochemical Corporation; 

9. The Daqing Petrochemical Complex; 

10. The No. 2 Automobile Factory; 
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Dalian No. 7 Petroleum Plant; 

Southwest Electric Power Administration; ' 

Jiangsu Power Industry Administration; 

Shanghai Cigarette Factory; 

Shandog Power Industry Administration; 

Hebei Electric Power Bureau; 

No. 2 Petroleum Plant of the Fushun Petrochemical Corporation; 
Refinery of the Shanghai Gaoqiao Petrochemical Corporation; 
No. 1 Automobile Factory; 

Jilin Chemical Corporation; 

East China Power Administration; 

Maoming Chemical Industry Corporation; 

Jinxi Refinery of the Jinzhou Petrochemical Corporation; 
Liaoyang Petrochemical Fiber Corporation; 

Nanjing Refinery; 

Gansu Power Industry Administration; 

Henan Power Industry Administration; 

Northeast Power Managerial Administration; 

Changling Refinery; 

Lanzhou Refinery; 

Yunnan Yuxi Cigarette Factory; 

Yunnan Kunming Cigarette Factory; 

Shanxi Power Industry Administration; 

Jinzhou Refinery of the Jinzhou Petrochemical Corporation; 
Hubei Power Industry Administration; 

Maanshan Iron and Steel Company; 

N. thwest Power Managerial Administration; 

Guangdong Power Industry Administration; 

No. 1 Petroleum Plant of the Fushun Petrochemical Corporation; 
Shanghai No. 3 Iron and Steel Works; 

Hunan Power Industry Administration; 

Anhui Power Industry Administration; 

Panzhihua Iron and Steel Corporation; 

Jingmen Refinery; 

Changde Cigarette Factory; 

Tianjin Cigarette Factory; 

Taiyuan Iron and Steel Corporation; 

Qingdao Cigarette Factory; 

Wuhu Cigarette Factory; 

Wuhan Cigarette Factory. 
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CONSTRUCTION ECONOMIC 


STATE COUNCIL CIRCULAR ON URBAN CONSTRUCTION 
0W021101 Beijing XINHUA Domestic Service in Chinese 0030 GMT 29 May 87 


[Text] Beijing, 29 May (XINHUA)--Circular of the State Council on Strengthening 
Urban Construction 


Following the 3d Plenary Session of the 11th CPC Central Committee, China 
ushered in a new stage of development in urban construction. Along with the 
rapid pace in reform and opening to the outside world and in the development 

of the urban and rural economy, and the big increase in the number of urban 
towns, we have carried out construction in a planned and systematic manner, 
resulting in an excellent situation in the work of urban construction, un- 
precedented since the founding of the country. Strengthening leadership over 
the work, the governments at various levels have built large numbers of 
residential homes and key urban infrastructural facilities, which have con- 
siderably improved the appearance of cities. However, we must also note the 
existence of many outstanding problems in urban construction; they are incom- 
patible with the demands of economic development and the continuous improvement 
of the people's livelihood. Urban construction should proceed at a steady and 
reasonable pace and be in line with the requirements of building socialism with 
Chinese characteristics, the policies of opening to the outside world and 
invigorating the domestic economy, China's economic and social development, 

and economic structural reform as a whole. To this end, the following circular 
is issued: 


1. We should understand better the importance of cities and urban construction, 
and persist in coordinating urban construction and economic development. 


As economic, political, scientific, technological, cultural and educational 
centers, cities play a leading role in China's socialist modernization. Urban 
construction should be the foundation for fostering and improving the multi- 
functional central role of cities. Practice has proved that urban construction 
and economic development supplement, as well as restrict, each other. Without 
advances in the economy, there will be no urban development, while effective 
urban construction can give a strong impetus to the development of productive 
forces and to economic, cultural, scientific and technological, and 

educational progress. Leading comrades at all levels, comrades in charge of 
economic work in particular, must thoroughly familiarize themselves with the 
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importance of cities and urban construction in socialist modernization. In 
formulating economic and social development plans, it is necessary to consider 
production and circulation, as well as urban and ecological factors, while 
ensuring harmony in economic development, urban construction, and environmental 
protection, integration of economic efficiency, social benefit [she hui xiao 
yi 4357 2585 2400 4135], and environmental effect, and steady advance of the 
socialist modernization drive. 


2. We should build a rational system of urban towns, and take the road of 
systematic development. 


Along with the development of China's socialist planned commodity economy, 

in particular a prospering rural economy, the level of urbanization will 
inevitably increase, and new cities will emerge. Therefore, it is imperative 
to continue to implement the fundamental principles of “controlling the size 
of large cities, reasonably developing medium-sized cities, and actively 
expanding small cities" and of “valuing and rationally utilizing every square 
inch of land" by mapping out reasonable arrangements for urban productive 
forces, systematically promoting urban development, and setting up an urban 
town system in keeping with economic advance. 


During the seventh 5-year plan, it is necessary to improve the construction of 
a number of key cities, including the three municipalities directly under the 
central government, provincial capitals, coastal open cities, and tourist 
cities so that they can gradually become new socialist cities with scientific 
plans, improved facilities, and a beautiful environment to the benefit of 
production and the convenience of the people's everyday life, and can meet 
their growing material and cultural needs. At the same time, it is necessary 
to firmly prevent excessive population growth in big cities, especially in the 
city proper. In view of the water and energy shortage, strains in trans- 
portation and residential housing, environmental pollution, and many other 
serious problems in some of China's major cities, caused by the dense popula- 
tion and the multitude of buildings, it is necessary to control natural, as 
well as artificially induced, growth of population of cities, especially by 
strictly controlling organized and systematic moves into cities by enterprises 
and institutions, so as to avoid aggravation of "big city ills." Construction 
in big cities should focus on perfecting their infrastructure, developing 
their functions, improving the environment, and further modernizing them. 

It is necessary to fully consider factors causing big increases in the floating 
population and adopt countermeasures in urban planning, construction, and 
management. In line with city population development plans, city governments 
have the authority to exercise unified supervision over population moves into 
cities by all party, government, military, and mass organizations, as well as 
enterprises and institutions. 


It is necessary to develop, in particular, medium-sized cities and small urban 
towns. Planned construction should be carried out in some medium-sized 
cities with favorable conditions so as to develop their scope, functions, and 
capability for specialized production and to enable them to play the leading 
role in the region. As for small cities with favorable conditions and small 
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urban towns without a city organizational system, it is necessary to adopt 
measures to guide large and medium-sized cities to turn over their commodity 
production to these small urban towns to build up their economic strength, and 
at the same time assist them to accelerate the construction of infrastructural 
facilities and public utilities to make them more attractive for big city 
commodity production. Governments at all levels and relevant departments 
should earnestly formulate policies to promote the development of small, urban 
towns. 


3. We should do a good job in urban planning, 2nd improve planning management. 


Since urban planning provides the blueprint for the construction and develop- 
ment of cities, governments at all levels should effectively use planning in 
exercising overall guidance over various urban construction projects, and use 
it as an important basis and means for urban development and management. Urban 
planning must be geared to present as well as future needs, and keep abreast 
of the development of the socialist planned commodity economy and the 
implementation of the policies of opening to the outside world and invigorating 
the domestic economy. It should be able to provide guidance for the long- 
range development of cities, as well as for ongoing construction projects. It 
should include relatively stable targets for a specific period, which can be 
readjusted or supplemented in good time along with the progress of economic 
and social development. 


It is necessary to energetically enforce the implementation and supervision 
of urban planning. An approved urban plan has legal binding force, and must 
be strictly enforced. The authority in planning must be centralized in the 
hands of the city government, and must not be delegated to lower levels. 

The distribution and selection of sites for the various construction projects 
in cities should be based on urban planning. Construction by all units 
(including central and PLA units) and individual residents in urban planning 
zones should be subordinated to the plan; they should not be allowed to go 
their own way. Implementation and supervision of urban planning must be 
closely coordinated with land management in cities, and must be focused on 
using land rationally and economically, strictly planning and examining land 
for the various construction projects, and resolutely checking illegal use of 
land and construction. 


4. We should reform the system of urban construction to increase vitality and 
improve efficiency. 


To keep pace with the development of the socialist planned commodity economy 
and bring into full play the organic function of cities in economic develop- 
ment, it is necessary, in the course of economic structural reform, to gradually 
remove the barriers between higher and lower levels and between departments, 

and solve such problems as disorganized construction and lack of coordination 
between city administration and public utility construction and between 
industrial production and housing construction. It is necessary to conduct 
planning, construction, and management of a city as a whole in order to increase 
the vitality and overall benefit of urban planning. 
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Urban planning and economic and social development planning should promote 
each other, and be well coordinated. The examination of suggestions or 
designs for a city-related construction project and the selection of its 

site should be participated in by the urban planning department. Construction 
of infrastructural facilities already approved by an urban plan should be 
included in the city's long- or medium-range or fiscal plan. Urban planning 
departments should exercise unified supervision over planning in water supply, 
drainage, sewerage, road, bridge, public transportation, gas pipe, central 
heating, sanitation engineering, and landscape construction of cities as well 
as in the implementation of such plans. 


Urban construction planning should be centralized so that the layouts are 
rational, development is comprehensive, and projects are coordinated. 
Construction of new urban zones and rebuilding of old zones should proceed 
under the guidance of a general urban development plan, under which city 
governments should, in accordance with the relevant regulations prescribed 

in the “Land Management Law," requisition land and organize developers to 
build homes and utility and other public facilities according to approved 
development plans and the principle of completing underground projects ahead 
of surface projects. Enterprises and institutions should present to the city 
government the full amount of investment and materials they need to build 
supporting city and public facilities as well as workers’ dormitories in 

urban areas, and the city government should make overall arrangements for 
various development and construction projects so that the investment can yield 
the best possible returns. Departments in charge of urban construction should 
strengthen their control over the various comprehensive urban development pro- 
jects, and revenues from comprehensive departments projects should primarily 
be spent on urban development and construction. 


5. We should strengthen infrastructural construction of urban areas to 
create a good investment and living environment. 


Water supply, drainage, roads, bridges, public transportation, heat and power 
supply, communications, and flood control are an indispensable material 
foundation for urban production and living; they are basic requirements for 
enlivening the urban economy and opening to the outside world. These 
facilities should be regarded as key urban construction projects, and they 
must be compatible with the development of production and construction. 


Efforts must be made to resolve the problem of water supply in cities. When 
financially and materially feasible, construction of drainage works and sewage 
treatment systems in cities must be expedited. Meanwhile, efforts should be 
made to alleviate traffic congestion and develop public transportation. Large 
cities endowed with resources should gradually devel<p a mass transit system. 
Efforts should be made to alleviate traffic congestion and develop public 
transportation. Large cities endowed with resources should gradually develop 
amass transit system. Efforts should be made to develop all types of gas and 
heat resources to develop coal gas and heat supply in cities, Coal gas supply 
should be a priority project in municipalities directly under the central 
government, provincial seats, open coastal cities, tourist cities, major 
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cities whose environment is protected, and cities with abundant gas supply. 
Close attention should be paid to city power supply systems. Rebuilding 
and construction of urban power grids should be incorporated in overall urban 


development plans for urban construction. This also applies to the construction 


of communications, heat supply systems, and other ground and underground 
construction facilities and pipelines. 


To improve the environment of major cities, comprehensive measures stould be 
taken to gradually control atmospheric, water, noise, and waste pollution, 
which is a common phenomenon in cities. To improve cities, preparedness 
against calamities, attention should be paid to increase their capabilities 
of preventing earthquakes, floods, fires, and landslides. 


Old urban zones should be rebuilt in a planned manner. Attending should be 
given to improving their infrastructure and rebuilding slums and hazardous 
housing areas. According to local conditions, city governments should draw 
up rational standards and administrative measures for providing compensation 
for relocation. 


Efforts should be made to build more parks and plant more trees in cities. 
Governments of major tourist cities and historical cities must make an effort 
to preserve their landscape and historical and cultural relics, develop scenic 
zones, expand urban infrastructural construction, and improve the environment. 


6. Urban construction funds should be properly controlled and spent so that 
the investment can yield the highest returns. 
Urban construction must be coordinated. Water and power supply, drainage, 
road, and other infrastructural construction must be given particular con- 
sideration under centralized plans. Local authorities should be mainly 
responsible for their own construction funds, but the state will provide the 
necessary support. To encourage coordinated construction of urban and public 
facilities and of production facilities, all planning and economic departments 
must, while drawing up capital construction and technical transformation plans, 
coordinate the construction of industrial projects and the necessary urban 
infrastructural projects. 


Collection of user's fees for urban facilities should be started gradually. 
Toll fees may be levied at large bridges, tunnels, and ferries built with 
loans in order to pay off the loans. Economic means should be employed to 
promote water conservation and reduce waste water volume on the part of water- 
using units. Urban construction departments should work with the departments 
concerned to develop a method by which user's fees for water drainage 
facilities are collected. Collection of user's fees, which involves a 

broad range of problems, must be handled with great care. To enable public 
utilities to better maintain simple reproduction, city governments should 
rationally readjust prices of their products, as well as the service charges 
levied by them, in accordance with the state policies governing commodity 


prices and charges. They should do so within their price supervising authority, 


and in accordance with due process. To step up city road construction, 
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communications departments should be responsible for the construction of trunk 
highways which run across county-level cities and county seats, unless 
regulations specify otherwise. 


Urban maintenance and construction tax is a state budgetary fund. Cities 
should incorporate this fund in their budgets. Finance department should work 
together with urban construction departments in raising and distributing this 
fund. After the finance department has decided on the fund distribution 
budget, the urban construction department should work out a plan for its 

use and make necessary arrangements for implementing the plan. Finance and 
auditing departments should be responsible for supervising the use of the 
fund. It is necessary to use the limited urban construction fund where it is 
most needed for production and livelihood. It should not be used to build 
high-class hotels, guesthouses, memorial halls (monuments and pavilions), 
malls, various "centers," and other projects that are not urgently needed. 
Regulations: governing the use and management of the national urban maintenance 
and construction fund shall be enacted, promulgated, and enforced by the 
Ministry of Urban and Rural Construction and Environmental Protection in 
consultation with the Ministry of Finance. 


7. City governments should concentrate efforts on carrying out urban planning, 
construction, and management. 


Along with the deepening of economic structural reform, government control of 
enterprise production and operation will change from direct to indirect 
control. The city government's main function is to successfully carry out 
urban planning, construction, and management, and the major should concentrate 
his or her efforts on this task. This is the new demand placed on city 
governments in the new period, which must be met through hard work. It is 
necessary to appropriately increase the city government's decisionmking power 
in accordance with the relevant state regulations. City governments have 

the power to enact specific measures in light of city needs and in accordance 
with the relevant state regulations and policies. 


It is necessary to correctly implement the policy of “citizens building their 
own cities." Units may on a voluntary basis appropriately organize the 
necessary manpower and material and financial resources to construct urban 

and public facilities which they urgently need for their production or liveli- 
hood and cannot be undertaken by the city government for the time being. 
However, construction of such projects should be strictly controlled. The 
policy of doing what one is capable of should be strictly controlled. The 
policy of doing what one is capable of should be followed in urban construction. 
Attention should be paid to keeping speed and scale of urban construction 
confirm with the city's economic development. It is necessary to avoid 
starting all projects at the same time or to undertake projects which are 
beyond local financial and material resources. Expenses should not be 
apportioned among enterprises, and we should refrain from competing with other 
cities in project construction. 


The people's governments of the various provinces, autonomous regions, and 
municipalities should make further efforts to improve and strengthen urban 
construction work. State Council departments should show concern for and 
support urban construction. They should create the necessary conditions for 
urban construction and development. 
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CONSTRUCTION ECONOMIC 


PLAN TO INCREASE RESIDENTIAL HOUSING 
HK160909 Beijing CHINA DAILY in English 16 May 87 p 3 
[By Staff reporter Lian Zhaoxia] 


[Text] Im the current International Year of Shelter for the Homeless, China 
plans to build 150 million square metres of apartment housing, including 
hundreds of residential buildings, and to sponsor two international academic 
conferences on its housing policy and technical approach to the housing 
problem, Zhu Yi, deputy director of the Urban Housing Bureau of the Ministry 
of the Urban and Rural Construction and Environmental Protection, told CHIWA 
DAILY in a recent interview. 


During the 1979-1985 period, China built 825 million square metres of 
apartment houses, which accounts for 60.8 percent of the total 1.357 billion 
square metres China has built since liberation in 1949. More than 57 million 
people moved into new houses, according to Zhu. 


Meanwhile, about 4 billion square metres of floor space were built in Chinese 
rural areas, with about 200 million farmers moving in. 


The State encourages individuals to build or buy houses of their own. From 
1978 to 1985, individuals built apartment houses of more than 94 million 
square metres. And urban residents have bought more than 40 million square 
metres of apartment houses, Zhu said. 


However, the standard of housing is still low in China, with about a quarter 
of its population having insufficient housing. Each urban resident has an 
average floor space of 6.1 square metres and each rural resident 6.84 square 


metres. 


China expects that by the year 2000 most urban families will be housed in 
decent apartments and farmers will live in practical, hygienic and compactly 
laid-out courtyard houses. 


For quite some time, China has adopted a low-rent system, under which all 
urban housing has been provided by the state. Between 1964 and 1985, urban 
rents fell from 2.6 percent to 1.08 percent of family expenditures. 
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This system had more disadvantages, Zhu said, as the State not only had to 
spend a huge amount of investment in housing construction but, because rents 
were far from enough to pay maintenance fees, it had to allocate extra funds 
as subsidies for maintenance. 


“The more houses are built, the heavier the burden the State has to bear,” Zhu 
said. “Besides, as the rents are very low, people simply do not want to buy 
houses of their own.” 


Zhu revealed that China is considering raising apartment rents and allowing 
people to take out long-term, low-interest loans to buy or build private new 
houses. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


TEXTILE EXPORTS MAINTAIN BOOM FOR FIRST HALF YEAR 
HKO30238 Beijing CHINA DAILY in English 3 Jun 87 p 2 
[Article by staff reporters Liu Hong and Yang Dan] 


[Text] China's textile exports are maintaining their boom in the first half 
of this year in a highly competitive world market. 


The value of exported textile goods in the first 5 months of 1987 reached 

$3 billion, a 40 percent increase over the corresponding period of last year, 
Zhou Yunzhong, president of the China National Textiles Import and Export 
Corp. said in an interview with CHINA DAILY yesterday. 


"The increased business for textiles the corporation sold on the international 
market during the period, including finished garments, cotton knitwear, 
polyester-cotton products and cotton yarn, recorded between a 44 to 109 
percent rise compared with the same period in 1986," Zhou said. 


Zhou attributed the boom to the expanding demand for textiles on the world 
market and the rise of unit prices of the Chinese products as a result of 
improved quality. 


"The international textile market has been recovering from a slump since 1986, 
and the precipitate fall in the value of U.S. dollar also helped boost textile 
trade on the world market,” Zhou noted. 


The efforts China has taken to improve the quality of its textile goods 
include importing high-quality fabrics to make products for export and finding 
foreign textile manufacturing partners that boast of popular brands on the 
world market. 


"Many Chinese manufacturers are using the designs and brands provided by 
their foreign partners," Zhou said, “and the products have to pass quality 
examination by the foreign manufacturers before being sold on the world 
market." 


Hong Kong, Japan, the United States, and the Western European countries are 
the four major markets for the Chinese textiles, Zhou said, adding that sales 
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of Chinese textile products have moved up in all these areas in the first 5 
months of this year. 


Zhou also expressed his concern over the extension of an agreement in the 
Multi-Fabre Arrangement (MFA), an international textile trade protocol, to 
expand limitations on textiles exports by the developing countries. 


According to the agreement, export limitations have extended from products 
made from cotton, wool and chemical fibre to products made of ramie, silk and 
vegetable fibre. 


“This new agreement ie not compatible with the ‘Agreement Regarding 
International Trade in Textiles',” Zhou remarked. 


He quoted the arrangement as saying that "a principal aim in the 
implementation of this arrangement shall be to further the economic and social 
development of developing countries and secure a substantial increase in their 
export earnings from textile products. 


Meanwhile, to expand the country's cooperation with foreign textile 
industries, the Chinese Ministry of Textile Industry and the China Council for 
the Promotion of International Trade has decided to sponsor an international 
textile machinery exhibition in Beijing in July next year, according to the 
overseas edition of PEOPLE'S DAILY. 


The exhibition will be held once every 2 years beginning next year, the paper 
said. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


GREATER DIVERSITY OF BUSINESS AT SHANGHAI FOREIGN TRADE TALKS 
Shanghai JIEFANG RIBAO in Chinese 9 Mar 87 p 1 


[Article by Zhu Petren [4376 1014 0088] and Gao Xiaoxiao [7559 5135 4562] 
“Shanghai Foreign Trade Talks Conclude; 2,500 Representatives From 49 
Countries and Territories Attend; Transaction Amount Triple Last Talks'; More 
Than 10 Letters of Intent Signed at the ‘Technology Export Corner,’ Which Made 
Its Debut at This Meeting"] 


[Text] The unprecedentedly successful 1987 Shanghai Poreign Trade Talks con- 
cluded yesterday after 10 days of trade discussions. The number of partici- 
pants and the value of business deals concluded both far exceeded that of any 
other such talks. Some 2,500 representatives from 49 countries and territories 
were present and the value of business deals concluded increased 20 percent over 
the last talks. 


Trade groups made up of 64 foreign trade enterprises which jointly planned the 
talks received representatives from Japan, the United States, Singapore, 
Australia, Britain, West Germany, and Hong Kong and Macao. The representatives 
to the talks arrived early, initial results of the talks were gratifying and 
negotiations continued earnestly. Hong Kong took the lead in terms of amount 
transacted; Japan, Britain, Singapore, and Macao were among the leaders. Their 
combined transactions were 70 percent of the total amount of deals made during 
the talks. Deals on clothing, textiles, silk, and knitted goods amounted to 
more than $10 million each making them the "stars" of the year's talks. Some of 
the smaller merchandise such as the "Meijiajing" brand toothpaste and "Huoche"™ 
brand soccer balls were sold to individual clients for transactions worth $60- 
$70,000, a relatively unusual but happy occurrence. Showing potential for the 
first time were goods like “Sangtana" brand sedans, “Xingfu" brand motorcycles, 
color televisions, electronic calculators, and precision software. All became 
best-selling items and supply could not meet demand. 


In this year's talks we also saw a greater diversity of business activity. Be- 
sides trading in exports there was also a new “technology export corner,” a 
Chinese cultural products export corner, and “investment talks corner." It was 
the first appearance of the “technology export corner" in the talks and nearly 
100 items of advanced technology were discussed and prices inquired about. 
Letters of intent were signed with representatives concerning aspects of co- 
operative development, export agents, or exclusive purchase rights for some 10 


75 











items such as contact lenses. When the Soviet S&T delegation in Beijing 

heard about the “technical export corner" at the Shanghai Foreign Trade Talks, 
they made a special trip to visit it and asked for a selection of items to be 
provided for them to select from. The two cultural export units that joined 
the “cultural export corner" for the first time were contacted by representa- 
tives every day and concluded transactions on Chinese cultural publications, 
such as Chinese books and magazines, calligraphy, paintings, and audio materi- 
als. The newly established “investment talks room" and the “subway items roon’ 
carried on extensive contacts with more than 100 representatives as well. A 
contract was signed during the talks establishing the Sino-American joint 
venture Yikang Chemical Co. 


Because of the rising value of the Japanese yen, the international market con- 
tinues to look good. Export business is flourishing. Demand for goods such 
as textiles, medical and health-care products, and light industrial products 
is strong and supplies can hardly keep up, even with rising prices. Repre- 
sentatives from industrial departments stationed at the talks promptly relayed 
information so that goods in short supply could be provided. Cities such as 
Ningbo, Shaoxing, and Chengdu also increased their supply of export goods for 
this meeting, thereby providing a material basis for success as well as log- 
istical support. 


12385/12859 
CSO: 4006/535 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


JIANGSU PLANS JOINT PROJECTS WORTH $400 MILLION 


HK120317 Hong Kong SOUTH CHINA MORNING POST (BUSINESS POST) in English 
12 May 87 p 2 


[Article by Eppie Tam] 


[Text] Jiangsu Province is planning 22 co-operative venture projects of a 
total value of U.S. $400 million for this year, according to Li Zhimin, 
vice-chairman and general manager of Zhong Shan Co. Ltd., the local trading 
representative of the province. 


One-fourth of the total would come from the foreign partners, he said. 


To attract foreign investors, the province will hold a l-week investment 
symposium in Nanjing from 1 June. The province held a trade fair in 
February. 


Mr Li said Jiangsu had been remarkably successful in attracting foreign 
investments in the last 2 years. Foreign investment in the first quarter of 
this year rose to $33.8 million from $23.2 million a year earlier. 


"Investments in compensation corporations, co-operative corporations and 
joint-ventures have all shown dramatic growth this year. The growth rate of 
these corporations has increased by fivefold from last year," Mr Li said. 


Up to last year, Jiangsu had 785 foreign investment projects worth a total of 
$638 million. 


"We attribute our success to the efforts of the Jiangeu Government. For 
example, it has promulgated 11 new regulations based on the encouragement of 
the foreign investment provisions formulated by the State Council,” he said. 
"It helps to further improve the investment enviroment." 


Under these new regulations, technologically advanced and export-oriented 


enterprises are exempted from state enterprise tax and local income tax for 
the first 3 years of operation. 
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These enterprises are also exempt from site-use fees during the first 5 years 
of operation, and water and electricity supplies needed by co-operative or 
equity joint ventures would be given priority by the Jiangsu Government. 


Zhong Shan has been involved in eight projects and has invested more than $8 
million since being set up in 1985. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


YUNNAN GOVERNOR ON FOREIGN TRADE 
Kunming YUNNAN RIBAO in Chinese 24 Feb 87 p 1 


[Article: "Governor Ho Zhiqiang Talks on Widening Circulating Channels of 
Foreign Trade; Emphasizes Using Open Policy to Further Open Up and Exporting 
More to Earn More Foreign Exchange"] 


[Text] When Governor Ho Zhiqiang made his report to the Fifth Session of the 
Sixth Yunnan Provincial People's Congress, he emphasized opening up to the 
outside world and expanding the channels of foreign trade. He proposed using 
ae open policy to spur development and to export more in order to earn more 
‘ign exchange. 


Governor Ho Zhiqiang said: At present, our province has established economic 
and trade relations with more than 90 countries and territories. The gross 
value of imports and exports is double that of the Fifth 5-Year Plan. However, 
steps toward reform and toward opening up to the outside world are not large 
enough. During the Seventh 5-Year Plan we should speed up development by 
opening up to the outside world and earnestly improve the investment climate 

so as to further facilitate business and create more preferential policies. 

We should gradually expand trade relations with Southeast Asian countries. We 
should enter a new phase of openin, up in foreign trade, using foreign capital, 
and importing technology. Focusing on increasing exports and earning foreign 
exchange we should firmly concentrate on the following areas. 


First, we must aggressively reform the foreign trade system and mobilize fully 
the export production initiatives of each region, each department, and enter- 
prise under the principles of unified planning, unified policy, and a coordin- 
ated approach to foreign dealings. Second, we must conscientiously carry out 
the preferential policy set by our country and province to encourage exports. 
We should give consideration to and reward those enterprises with outstanding 
achievements in export production. Third, we should plan and give priority tv 
the establishment of export production bases, factories specializing in ex- 
ports, mines, and specialized workshops in order to produce more mainstay ex- 
port products. By 1990 we want annual receipts from export production to ex- 
ceed $30 million in tohacco, tea, nonferrous metals, phosphate chemical 
products, and clothing. Fourth, we must unclog channels between purchase and 
export. We should provide timely information to producers, carry out purchases 
by contract, strictly adhere to the terms of contracts and euarantee contract¢ 
terms. At the same time we want to exploit fully the export potential of our 
present trading ports and aggressively develop new ports to foreign markets. 
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Governor Ho Zhiqiang said that importing should be carried out on the basis 

of what benefits domestic technical progress, raises export productivity, and 
conserves foreign exchange. We should focus our imports on software, advanced 
technology, key equipment and needed raw materials and supplemental materials. 
Foreign capital will be used mainly for technological restructuring, recon- 
struction, and expansion. We want to emphasize the development of nonferrous 
metals, phosphate chemical products, and resources in tropical areas as well 
as the development of construction material, light industrial products and 
textiles, and the tourist industry. ‘We will strive to establish more joint 
venture and contractual venture enterprises engaged in technical production 
and export production. We want to gradually shift the import of technology 
toward software as a major item. At the same time, we should make the import 
of expertise an important priority and expand the channels for import of ex- 
pertise. We want to select and develop tourism resources that have features of 
Yunnan's nationalities and give major effort to developing travel goods to 
make the tourist industry an important industry as soon as possible. We also 
want to steadily expand engineering contracts and labor cooperation projects 
with foreign countries and increase our nontrade foreign exchange income. 


12385/12859 
CSO: 4006/535 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


OVERSEAS CHINESE INVESTMENT IN ZHEJIANG LAUDED 
OW080650 Beijing XINHUA in English 0605 GMT 8 May 87 


[Text] Beijing, 8 May (XINHUA)--Overseas Chinese business people have 
invested a total of 25 million yuan (6.8 million U.S. dollars) in their 
Zhejiang Province hometowns over the past few years, today's overseas edition 
of the "PEOPLE'S DAILY" reported. 


"Wenzhou and Qingtian have been able to set up more factories thanks to their 
investments," the report said, adding to date, Zhejiang has 290 enterprises 
funded with capital and equipment from overseas Chinese," the paper said, "and 
most have had no state assistance." 


In Zhejiang, returned overseas Chinese and people with relatives living abroad 
now exceed 300,000, and they have applied their knowledge and expertise in 
production and have developed a line of products competitive on the 
international market, the report said. 


"These enterprises rely on social contacts abroad and are up-to-date on the 
latest economic information, equipment, and techniques," the report went on, 
"with some of their products already replacing some of the country's imports." 


According to the report, local authorities have organized exhibitions to 
display new products designed by overseas Chinese, and are implementing other 
means to promote the growth of enterprises funded by overseas Chinese business 
people. 


The Hangzhou static electricity factory, founded in 1980, has topped 10 
million yuan (2.7 million U.S. dollars) in output value and is distributing 
its products on the international market, the report said. 


/9599 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


CHINA DAILY ON INCREASING FOREIGN INVESTMENT 


e 


HKO50522 Beijing CHINA DAILY in English 5 Jun 87 p 4 
[Article by Zhao Lijuan] 


[Text] The implementation of China's open policy has attracted an increasing 
amount of foreign investment in the past few years. In the first quarter of 
this year, foreign investments worth $550 million have been approved by the 
state, involving nearly 3,000 projects, according to the State's Statistics 
Bureau. 


How can China's enterprises join in international economic cooperation? There 
has been a heated discussion about this question among some post-graduates 
from the Beijing Economic Relations and Trade University. 


Most agree that the only way is for Chinese enterprises to digest foreign 
capital and technology, and at the same time invest their own capital in 
foreign countries. 


They also agree that investing in foreign countries is as important as 
importing foreign capital. Foreign capital allows manufacturers to produce 
goods at a profit, thus enabling them to repay the loan. Investment in 
foreign countries can be profitable and a more positive way of accumulating 
capital. 


According to them, setting up businesses in foreign countries has more 
advantages than importing foreign capital or exporting goods to foreign 
countries. 


For one, the businesses may promote sales of their own products in the 
countries which they invest. Sometimes exports from one country to another 
are limited by delivery dates and after-sales service. Exports of raw 
materials equipment can also be promoted. 


Second, China used to spend large amounts of foreign currency importing 
advanced technology from developed countries. When investing in these 
countries, the country may get not only the use of more advanced technology, 
but also much useful information for domestic construction. Management staff 
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can be trained in international business methods, thus improving the 
efficiency of management in China. 


Third, businesses in foreign countries can serve as windows or bridges for 
China's products and enterprises and promote international cooperation. 


Fourth, links with overseas businesses may,help the country ease the shortage 
of some natural resources. 


Although China has been slow in investing abroad, more than 250 projects in 
Hong Kong, Macao, and 60 countries have been approved by the state, involving 
$470 million according to the Ministry of Foreign Economic Relations and 
Trade. 


These overseas enterprises deal in many commodities and financial 
undertakings. They include the products of medium-sized or small factories, 
technology exchanges, development of resources, contracting projects, 
consultancy, transportation, finance and insurance, medical services, and 
tourism. 


More than 80 percent of the enterprises have already had good result. It is 
learned from the Ministry of Forestry that a factory in Brazil which received 
$3 million from the ministry in 1984 is now exporting plywood to Britain and 
Finland. It has a monthly output of 1,000 cubic metres, and plans to increase 
the figure as West Germany and some Middle East countries have also placed 
orders. 


Many factories have not made much profit, but their prospects are bright. 
Since the beginning of the 1970's, many Third World countries have set up 
their own multinational combines to compete with those of the developed 
countries in some fields. As the largest developing country, China is 
confident of developing its own overseas enterprises. 


Like other beginners, China has met with many difficulties in sources of 
capital and management. 


But, as an official of the Ministry of Foreign Economic Relations and Trade 
pointed out, the nation is also making efforts to encourage overseas 
enterprises by providing preferential treatment, including tax exemptions and 
foreign currency concessions. 


/9599 
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ECONOMIC ZONES ECONOMIC 


BRIEFS 


COASTAL EXPORT BASES--Coastal economic development areas have 209 industrial 
satellite towns which are gradually becoming important bases of export produc- 
tion for coastal counties and cities. These satellite towns are situated at 
the urban-rural juncture, so they have the advantages of both urban and rural 
areas. Factories in satellite towns are small in scale, receive timely infor- 
mation, have access to abundant labor, and have low expenses; these are tre- 
mendous advantages for the production of small export goods in small batches, 
many varieties, and various designs. Buji Town in Baoan County, adjacent to 
the Shenzhen SEZ, started with processing and assembling for export, then 
progressed to jointly run enterprises with foreign businesses and the produc- 
tion of export goods. At present, this town has more than 100 industrial 
enterprises. Last year its GVIAO exceeded 100 million yuan and export produc- 
tion neared $13 million. Economists feel that satellite towns in the open 
coastal areas have great potential for development of export industries because 
their economy is relatively developed, they tiave more of an industrial infra- 
structure, nearby cities serve as support systems, and transportation is conven- 
ient. They also have a certain level of technically-skilled personnel, more 
abundant resources, and ample labor. [Text] [Beijing RENMIN RIBAO in Chinese 
4 Apr 87 p 1] 12385/12859 


ANTI-GRAI"T BUREAU ESTABLISHED--An anti-graft bureau has been set up in 
Shenzhen Special Economic Zone to monitor business fraud and corruption by 
officials, a Chinese newspaper said. The SHENZHEN SPECIAL ZONE DAILY reported 
that the Control Bureau would have its own prosecutors and a promotion 
campaign would soon be launched to educate officials and businessmen about the 
dangers of offering or accepting bribes. Mayor Li Hao of Shenzhen said the 
anti-graft bedy should challenge and investigate wrongdoings by officials, 
even at senior levels. [Text] [Hong Kong SOUTH CHINA MORNING POST in English 
12 May 87 p 6] /9599 
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TRANSPORTATION ECONOMIC 


DREDGING OF MAJOR RIVERS PLANNED 
Beijing JINGJI RIBAO in Chinese 24 Feb 87 p 1 
{[Article: "Comprehensive Dredging of Seven Major Rivers"] 


[Text] Comprehensive dredging of seven major rivers, the Changjiang, Huanghe, 
Huaihe, Zhujiang, Haihe, Liaohe, and Songhuajiang, is planned for the Seventh 
5-Year Plan in order to increase the ability to withstand floods. 


About one-tenth of China's territory is on the middle and lower courses of 
Major rivers; this territory includes 500 million mu of farmland and 500 
million people and accounts for more than 70 percent of the country's total 
industrial and agricultural output. Currently these areas have only 170,000 
kilometers of embankments of various types and floodwater storage and 
retarding basins, so that they are seriously vulnerable to flooding. Although 
large-scale flood control efforts have been made since the founding of the 
State and a beginning has been made in controlling floods of normal severity, 
unusally large floods still cannot be withstood. 


During the Seventh 5-Year Plan the following major dreding projects are 
planned for the seven major rivers. 


On the Huanghe, vigorous efforts will be made to control erosion in the middle 
section, all flood protection systems in the lower section will be 
strengthened, and floodplains and floodwater retention basins will be dredged; 
construction of the Guxian Reservoir will be continued, and work on the 
Xiaolangdi Reservoir flood control project will be begin. 


On the Changjiang, the reinforcement of such vulnerable sections as_ the 
Jingjiang embankment, the Wuhan City dikes and the Jiujiang, Tongma and Wuwei 
embankments will be continued in order to ensure the safety of the key 
embankments. 


On the Huaihe, the Suyshu, Bangiao and Shimantan Reservoirs will be 
reconstructed, measures dealing with vulnerable reservoirs in steep terrain 
will be undertaken, the Huaibei embankment will be reinforced, the Eastward 
and Southward Water Diversion Project in the Yihe-Shuhe-Sihe area will be 
rebuilt, and the Zihe New River and Huaihong New River control projects and 
preparatory work on the outlet channel to the sea will be completed as soon as 
possible. 
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On the Haihe, the Guanting (Beijing) and Yuecheng (Hebei) reinforcement 
projects will be undertaken to eliminate vulnerable spots, and the channel for 
diverting water from the Huanghe River to Baiyangdian Lake will be begun. 


On the Zhujiang, the reinforcement of the Beihe embankments will be begun in 
order to assure flood protection for Guangzhou City, the dredging of the 
Modaokou mouth, one of the eight major outlets of the river, will be 
completed, and the construction of the Feilaixia water control project will be 
begun. 


On the Liaohe, control projects on the section between the mouth of the Qinghe 
and the Panshan Dam as well as the Dongliaohe embankment project will be 
undertaken. The Guanyinge Reservoir on the Taizihe will be reconstructed. 


On the Songhuajiang, the embankments will be rebuilt in Harbin City and in the 
critical Ersong, Sanzhao, Jiatong and Tongfu areas. In addition, the Qarsan 
Reservoir on the Taoerhe will be reconstructed. 


In addition, nonconstruction measures must be instituted or improved on all of 
these rivers, including flood forecasting and warning systems, readjustment of 
agricul’ural land use and construction site use in flood diversion, floodwater 
storage ang retaining basin lands, and experimental implementation of flood 
insurance. 


8480 
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TRANSPORTATION ECONOMIC 


BRIEFS 


ADVANCED TECHNOLOGY--Beijing, 20 May (XINHUA)--With the completion of the 
country’s longest railway tunnel, China's capabilities in railway construction 
are up to the world's most advanced standards. China's Vice-Minister of 
Railways, Sun Yongfu, made the remarks after returning from the Dayaoshan 
project site in northern Guangdong Province. “The new Dayaoshan Tunnel is 
14.3 kilometers long,” Sun said, adding the ground and remote-sensing aerial 
surveys for the project were done on State of the Art imported equipment. 
"The completion of this project shows China's key railway construction 
techniques have reached or are close to advanced international levels,” the 
Minister said, adding horizontal deviation on the tunnel was only 37 
millimeters, and vertical deviation only 23 millimeters. “Transportation is 
still a weak link in China's economy,” Sun said, “so the country must utilize 
the latest technology to build up a modern transportation network. [Text] 
[Beijing XINHUA in English 0118 GMT 20 May 87 OW] /12913 


CSO: 4020/203 
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PUBLICATIONS ECONOMIC 


NEW FINANCIAL PAPER ON INVESTMENT PROBLEMS 
OW280408 Beijing XINHUA in English 0033 GMT 28 May 87 
[All quotation marks as received] 


[Text] Beijing, 28 May (XINHUA)--China's new paper, THE FINANCIAL TIMES, 
warns the only way to solve capital investment problems is to formulate a new 
investment scheme. 


According to a front page report of the 26 May issue of the paper which comes 
out twice a week, “The first quarter statistics of this year shows that, by 
only reducing capital investment, it would be impossible to alleviate China's 
‘overheated’ capital investment problen.” 


“This plan might keep capital investment down temporarily,” the paper said, 
“but it can't correct the existing spasmodic investment structure.” 


According to statistics just released by the State Statistics Bureau, “in the 
first quarter of 1987, total capital investment was 11.74 billion yuan (about 
US$3.2 billion), 24.4 percent over the same period in 1986.” 


The statistics also show, extra-budgetary investment by localities and 
individual enterprises increased faster than the state budgetary investment 
while investment in energy and communications dropped from 41.6 percent in the 
first quarter of 1986 to 38 percent in the same period of 1987. 


“In part, this is a result of the construction projects carried over from last 
year,” the report said, adding the discrepancy between the amount of State 
investment and investment from other sources is the result of China's open 
policy and recent programs designed to accelerate domestic economic growth.” 


“In the past, the State was the main investor,” the report said, “but now 
investment made by localities and individual enterprises is accounting for 
about 50 percent of all capital investment.” 


The report also said, “Alternate investment sources include, foreign capital, 
domestic bank loans, funds raised by localities and enterprises independently 
-. the State, special allocations and the issuance of bonds.” 
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To date, the State does not have an effective means of regulating investment,” 
the report went on, “thus making it hard to reorganize and control 
investment.” Therefore, the report said, the question of overheated 
investment cannot be solved only by simply cut the numbers of the capital 
construction projects already undertaken without improving the unreasonable 
investment structure. 


“The proposed investment system” the report outlined, “should be formulated in 
line with the needs of China's planned commodity economy and will guarantee 
the country's key state construction projects.” 


The report suggested, “the State should focus investment on energy, 
communications and raw material projects; clearly define the investment scope, 
responsibility and power of the State, local governments and enterprises; 
diversify investment procedures to include indirect investment, joint ventures 
and shares; and formulate an overall system of economic regulation which will 
facilitate the restructuring of the country's investment structure.” 


“Some people complain various localities do not take cutting investment 
seriously,” the paper said, “and though they say they fully endorse slashing 
unplanned investment and ensuring key state construction projects, but they 
hesitate when the time comes to cut back.” 


/12913 
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AGRICULTURE ECONOMIC 


SHANXI INCREASES AGRICULTURAL APPROPRIATIONS 
Beijing NONGMIN RIBAO in Chinese 2 Apr 87 p 1 


[Article by Wu Xiaodong [0702 2556 2639]: "Shanxi Increases Agricultural 
Appropriations More Than 40 Million Yuan in 1987"] 


[Text] In launching the campaign to raise production, practice economy, in- 
crease income, and cut expenses, the Shanxi Provincial Party Committee and 
Provincial Government have "retrenched" without cutting their investment in 
agriculture. On the contrary, they have decided to increase all types of 
agricultural appropriations more than 40 million yuan in 1987. 


They have decided to stop construction of the provincial party committee office 
building, which is already 6 stories high and more than one-half finished, and 
of more than 20 houses that they were going to build for leading provincial 
party committee cadres. Moreover, confronted with 2 consecutive years of de- 
cline in Shanxi's grain production due to drought, and inadequate agricultural 
reserves, the provincial party committee and government have decided to in- 
crease their agricultural input to ensure the recovery of agricultural growth 
and grain production in 1987. Even though Shanxi's public finances are un- 
usually tight, the provincial government has decided to increase agricultural 
appropriations more than 40 million yuan. The outlay for minor irrigation 
works throughout Shanxi will be increased 10 million yuan; 8 million yuan of 
public finance will be used to subsidize local production of chemical fertil- 
izer, ensure its supply at parity prices, and increase its use; 6.5 million 
yuan of public finance will be used to popularize the use of plastic ground- 
cover on 150 mu of farmiand; in order to ensure production of plastic ground 
cover, $3 million of Shanxi's own foreign exchange will be used to import raw 
materials co produce it; 5 million yuan of public finance will be loaned to 
farmers from the Agricultural Bank to support development and control of 
500,000 mu of land with saline and alkaline soil; 5.9 million yuan of public 
finance will be allocated in 1987 for investment in water conservancy capital 
construction projects throughout Shanxi. Moreover, relevant departments 
throughout Shanxi have adopted various policy measures to induce farmers to in- 
vest, arousing their enthusiasm to increase their input. 


12267/12859 
CSO: 4006/575 
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AGRICULTURE ECONOMIC 


XINJIANG EXPANDS LIVESTOCK MFCHANIZATION 
Beijing ZHONGGUO NONGJIHUA BAO in Chinese 28 Mar 87 p 3 


[Article by Wang Shifan [3769 1709 3879], edited by Zhu Mingyang [2612 2494 
2254]: “New Trends in Xinjiang Livestock Mechanization"] 


[Text] Xinjiang's livestock industry celebrated its ninth consecutive success- 
ful year in 1986, with the amount of its livestock topping 30 million head. 
Since rural reforms were started, Xinjiang’'s livestock industry has grown very 
quickly in farming areas, mixed farming and livestock areas, and urban suburbs, 
which now account for almost one-half of all the livestock throughout the 
rezion. There were four reasons for this: 1) Fedder has been abundant in 
farming areas, with the straw crop alone accounting for over 15 billion jin a 
year; 2) the acreage in fodder in farming areas has been expanding yearly; 

3) farming areas have understood the advantages of mechanization and been 
enthusiastic to mechanize in areas, such as growing, harvesting, and processing 
fodder, shearing sheep, and processing wool and other livestock products; 4) 
household ensilage mechanization has been expanding. 


Investigations have shown that due to continued development in depth of the 
livestock industry in farming areas, more livestock machinery of all types will 
be needed in 1987 than in 1985 or 1986. 


First, more chopping and crushing ensilage machinery (disc hay cutters) will be 
needed. Ensilage of stalks from such crops as corn and reeds is the easiest 

and most economical way to develop and use coarse fodder. In 1986, the Xinjiang 
Autonomous Region livestock and farm machinery systems planned to produce 100,000 
tons of silage, but actually produced 217,000 tons. Kashi Prefecture achieved 
the best results in this area, with 30,000 tons ;»lanned and 54,400 tons actually 
produced. In 1987, the autonomous region plans to produce 500,000 tons of 
silage (300,000 tons from the livestock system ard 200,000 tons from the farm 
machinery system). Kashi Prefecture alone has issued an appeal to “plan 200,000 
tons and strive for 300,000 tons," asked its 11 counties to try to produce 50,000 
to 100,000 tons each and its livestock-raising farm households to try to produce 
5 to 10 tons each, and plans to acquire 2,100 new chopping and crushing ensilage 
machines. It is estimated that the entire autonomous region will need almost 
16,000, and no less than 6,000, chopping and crushing ensilage machines in 1987. 
The Xinjiang Stockraising Machinery Plant plans to produce 600 to 800 of these 
in 1987 (with a productivity of 8 tons per hour), and has signed contracts for 
over 500 already. 
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Second, more small dual-head shearing machines will be needed. Since livestock 
herds were divided up and returned to household management, no one has cared to 
ask about the former centralized shearing centers where sheep were sheared and 
their wool was procured on the spot. Herdsmen do not want to make long, hur- 
ried trips anymore, but would rather shear their sheep on the spot. In line 
with this change, the Xinjiang Stockraising Machinery Plant promptly decided to 
stop making large 16-head shearing units and begin making small single- and 
dual-head shearing machines. A small 600-Watt gasoline engine weighing 18 kg 
can power 2 shearers and 1 sharpener. They are small and easy to handle, low- 
priced (2,200 yuan per set), easy to operate, safe, and reliable. In addition 
to being used to shear sheep, the small generators can also be used as a power 
source ror lighting, watching television, and listening to radios and tape re- 
corders, and herdsmen have been very pleased with their diverse uses. The plant 
plans to make 500 to 700 of them in 1987, and has signed contracts for 450 
already. 


Third, rotary mowers and spiral rakes made by the Xinjiang Stockraising Machinery 
Plant have been sold in 22 provinces and autonomous regions throughout China, and 
a market was opened for them in the Xizang Autonomous Region in 1986. In 1987, 
it is estimated that the plant will make and sell 200 to 300 mowers and rakes; it 
will make and sell 10 to 15 complete sets of triple-grinding processing equipment 
for turning slaughtered livestock waste (such as heads, feet, internal organs, 
bones, and blood) into animal protein feed; it will make and sell about 15 
cylindrical baling machines. Partial orders have been placed for all of these 
products. 


Fourth, popularization of the rational use of barbed wire fences and solar- and 
wind-powered electric fences to enclose grasslands has been very successful and 
very well accepted by most herdsmen. This popularization and use will continue 
to be expanded in 1987. 


12267/12859 
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AGRICULTURE ECONOMIC 


YUNNAN TOBACCO OUTPUT TO BE RESTORED 
Kunming YUNNAN RIBAO in Chinese 23 Mar 87 p 1 


[Article by Wang Jiadong [3769 0857 2767/7]: "New Breakthroughs Have Been Made 
in Raising Tobacco Seedlings, but Fulfillment of Cultivation Plans Will Have 
To Be Emphasized"] 


[Text] I recently learned from the relevant depaitments that Yunnan Province's 
1987 tobacco production has begun well. New techniques to raise seedlings have 
been widely popularized, and the high-quality tobacco acreage will be almost 
double that of 1986, but attention will have to continue to be paid to ful- 
filling cultivation plans. 


The provincial tobacco working conference decided in December 1986 that Yunnan's 
1987 tobacco cultivation acreage and output would both have to be restored to 
1985 levels. That is, the cultivated acreage would have to be restored to 3 
million mu and the output to over 8 million dan, with over 70 percent of the 
tobacco being high- and me?’ m-grade. Corresponding supportive policies and 
measures were adopted t7- seve this. Afterward, all areas actively imple- 
mented the spirit of th. aference and did a great deal of both ideological 
and material work. "y 6 March 1987, 92,000 mu of tobacco seedlings were being 
raised throughout Yunnan, Plastic groundcover was being used on 22,000 mu and 
over 1 billion bags of nutrients had been used, enabling Yunnan to make new 
breakthroughs in cultivating strong tobacco seedlings. Cultivation of strong 
tobacco seedlings is the basis for fulfilling cultivation plans, producing the 
right amount of high-grade tobacco, and improving economic results. In order 
to ensure fulfillment of cultivation plans, tobacco companies in certain areas 
have planned to cultivate some seedlings as commodities either on their own or 
in conjunction with farm households. They have tried to achieve the policy of 
"better to have too many seedlings than not enough." The tobacco companies 
have accepted the responsibility for losses incurred from being unable to sell 
the seedlings raised as commodities in conjunction with farm households. In 
1986, Yunnan raised 140,000 mu of high-grade tobacco and achieved ideal 
economic results. In 1987, cultivation of 200,000 mu of high-grade tobacco was 
plannec, 530,C00 mu were planted in all areas, and breakthroughs in quality are 
planned for all of it. 


At present, a prominent issue in Yunnan's tobacco production is that only 2.73 
million mu of the 3 million mu provincial production plans have been fulfilled, 
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and we are still 270,000 mu short. Except for the Honghe Autonomous Prefecture, 
none of the other regions, prefectures, or cities have fulfilled the planned 
acreage assigned by the province. If fulfillment of tobacco acreage plans 
slackens, cultivation plans will fail. 


Yunnan's tobacco output fell sharply in 1986. In addition to severe droughts 
and other reasons, a major cause of this was that cultivation plans were not 
fulfilled. In 1987, Yunnan plans to increase its revenue 400 million yuan, 
200 million yuan of which is expected to come from the "two grades of tobacco. 
Thus, fulfillment of tobacco cultivation plans will affect provincial revenue. 
Helping Yunnan fulfill its 1987 tobacco cultivation plans of 3 million m are 
many favorable factors, such as a good late autumn harvest being promised 
throughout the province, tobacco prices having gone up, and many areas having 
paid more attention to tobacco production than they did in 1986. Provided all 
areas make still greater efforts, fulfillment of Yunnan's tobacco cultivation 
plans will be ensured. 
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AGRICULTURE ECONOMIC 


STUDIES OF INHERITANCE OF MAJOR FATTY ACID COMPOSITION IN RAPESEED OIL 
Beijing ZUOWU XUEBAO [ACTA AGRONOMICA SINICA] in Chinese No l, Mar 87 p 13 


[English abstract of article by Zhou Yongming [0719 3057 2494], et al., of 
the Laboratory of Genetics and Plant Breeding, Department of Agronomy, Central 
China Agricultural College, Wuhan] 


[Text] The content of erucic, eicosenoic, oleic, linoleic and linolenic acids 
in seed from a cross of rapeseed (Brassica napus L.) has been quantitatively 
determined by gas chromatography to study the inheritance and correlations of 
these fatty acids. It has been shown that both erucic and eicosenoic acid 
content of seed oil are controlled by the genotype of the embryo, and two 

gene pairs, acting in an additive manner, govern the inheritance of the erucic 
acid content. In addition, each allele contributes approximately ]2-14 percent 
of the erucic acid to the seed oil. These two gene pairs which control the 
erucic acid content also govern the inheritance of eicosenoic acid content in 
a dorminant manner. Oleic acid content is also determined by the genotype of 
the embryo. The regular association between oleic, eicosenoic and erucic acid 
content indicates that the same two-gene-pair system controls the content of 
the three fatty acids. The continuous distributions of the content of linoleic 
and linolenic acids have been discovered in F,, B, and By populations. 





Through analyses of correlations between various fatty acids, it is shown that 
the relationships between erucic and oleic, and erucic and linoleic acid con- 
tent are always significantly negative in all separated generations, and those 
between oleic and linoleic, and linoleic and linolenic acid content are always 
significantly positive. Erucic and eicosenoic acid content is significantly 
negatively correlated in B,, but significantly positive in F, and Bp. 
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AGRICULTURE 
ECONOMTC 


STUDIES OF ECOLOGICAL CHARACTERISTICS OF RAPE. II. STUDIES OF ECOLOGICAL 
CHARACTERISTICS OF DIFFERENT TYPES OF RAPESEED GROWTH AT DIFFERENT PLACES IN 
DIFFERENT SEASONS 


Beijing ZUOWU XUEBAO [ACTA AGRONOMICA SINICA] in Chinese No 1, Mar 87 p 83 


[English abstract of article by Wang Guohuai [3769 0948 2849], et al., of 
Hunan Agricultural College] 


[Text] Different types of rape (B. napus L.) growth at different places in 
different seasons have been studied for the expressions of their character- 
istics. Spring rape and varieties of vernal and half winterness rape showed 
a shorter growth stage and worse characteristics. Winterness and some 
varieties of half winterness rape could not flower when they were sown in 
summer. Spring rape was sensitive to long sunshine, but winter rape was 
insensitive to the same. 


All the varieties, including the three Chinese types, showed that the day 
tumber of squaring was positively correlated to the day number of the whole 
growth stage when sown in summer or autumn. Some yield characteristics, such 
as the height of the plant, length of the main inflorescene, density of the 
set pot, number of effective pots of each plant and grain number of each pot, 
were positively correlated. 


All of the F, hybrids expressed a shorter growth stage, a reduced number of 
leaves of the main stem and worse characteristics of yield in summer sown rape 
than in autumn sown rape. This was especially true of the F, hybrid whose 
female parent was spring rape or European winter rape. 


However, the correlates of the day number of the whole growth stage, the leaf 
number of the main stem and the characteristics of yield are not clearly 
negative. 
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AGRICULTURE ECONOMIC 


BRIEFS 


ANHUI BEER INDUSTRY--At present, Anhui Province has built 25 breweries, 
15 are in operation. In 1987, the province plans to produce 160,000 tons 
of beer. According to statistics, from January to April, sanuui produced 
wore than 50,000 tons of beer. [Excerpts] |Nefei ANMMUL RIBsaO in Chinese 
19 May 87 p 1] 


QINGIAI RURAL SURVEY--According to data from 172 housenolds in ls 
counties anu 273 towns and townships in Qinghai Province, in 1986 the pei 
mu yield of grain increased from 134.4 kilograms in 1985 to I1Y» 
kilograms. The per mu yield of rape increased from 102.7 kilograms to 
109.8 kilograms. The income of grain farmers in 19860 was 94.62 yuan, a 
6.3 percent increase over 1985; the income of rape farmers was 1006.55 
yuan, a 6.6 percent increase over 1985. ‘ihe cost of each mu of grain was 
58.85 yuan, a 2.7 percent decrease from 1985; the cost of each mu of rape 
was 45.85 yuan, a 2.5 percent decrease from 1985. In 1986, eaci 100 yuan 
invested in grain production earned 161 yuan in income, a 9.5 percent 
increase over 1985; each 100 yuan invested in rape production eared 202 
yuan in income, a 9.4 percent increase over 1985. |[kxcerpts] [| Aining 
QINGIAL RIBAO in Chinese 12 Hay 37 p 1} 


SICHUAN PORK EXPORTS--On 5 Harch, Sichuan Province shipped 300 tons of 
pork to vs Soviet Union. [Excerpt] [Kunming YUNNAN KIBAO in Chinese 20 
May 87 p 2 


YUNNAN VEGETABLE TRANSFERS--Since tiie beginning of the fiscal year, 
Yunnan Province has transported more than 95,000,000 kilograms of 
vegetables to cities in the north, fulfilling 116 percent of tiie annual 
plan, and an increase of more than 53,000,000 kilograms over the same 
period in 1986. [Excerpt] [Kunming YUNNAN R1IBAO in Cliinese 17 |lay 87 p 1} 


HEILONGJIANG AGRICULTURAL LOANS--As of 10 Ilay, Heilongjiang Province 
allocated 976 million yuan in agricultural loans to support spring 
planting, an increase of 386 million yuan over the same period in 1986. 
[text] [Harbin IMEILONGJIANG RIBAO in Chinese 21 Hay 87 p 1] 
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WATERMELON AREA, OUTPUT--According to statistics, this year China has 
sown 5,520,000 mu to watermelon, a 4.7 percent increase over 1986; and 
estimated output is 870 toms, an 11 percent increase over 1986. 
[Excerpt] [Beijing ZHONGGUO NONGCUN JINGYING BAO in Chinese 22 Hay 87 p 4] 


JIANGX1 SPRING GRAIN--According to estimates, spring grain output in 
Jiangxi Province will be 116,839 tons, a 7.2 percent increase over 1986. 
Barley output will be 7,557 tons, a 150 percent increase over 1980. 
Broad beans and pea output will be 20,410 tons, a 47.4 percent increase 
over 1986. Rapeseed output will be 169,717 tons, an 8.3 percent increase 
over 1986. The area sown to grain this spring increased 253,600 mu, or 
15.3 percent over 1986. The area sown to rape increased 801,200 mu, or 
19.6 percent. [Excerpts] [Nanchang J1ANGXi RIBAO in Chinese 15 .lay 87 p 


1) 


SHAANXI CROP OUTPUT--This year Shaanxi Province has sown 2,000,000 mu to 
cotton, a 140 percent increase over 1986; and estimated output is 75,000 
tons, a 99.5 percent increase. Tle area sown to ramie is 30,000 mu; and 
estimated output is 3,000 tons, a 20 percent increase over 1986. ‘he 
area sown to tea is 39,400 mu; and estimated output is »,500 tons, a 16.7 
percent increase over 1986. [Excerpt] |Beijing ZHONGGUO NONGCUN JINGYING 
BAO in Chinese 15 Muy 87 p 4] 
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MILITARY, PUBLIC SECURITY 


BRIEFS 


AUTOMATED NAVAL ROCKET ARTILLERY TEST--On 4 January, the naval ship "Xining" 
used a new type of command device to complete a totally automated rocket 
artillery test firing at sea. Of the 24 rocket projectiles fired, all hit 
their target. Compared with the former system, this device has an improved 
design, a higher degree of automation, smaller aiming error, and shorter 
combat preparation time. [Text] [Beijing JIANCHUAN ZHISHI (NAVAL AND 
MERCHANT SHIPS) in Chinese No 4, 8 Apr 87 p 9] 


COMMO TRAINING FOR MILITIA, RESERVES--In early March, the Guilin Army 
College's communications NCO training dadui for the first time accepted 59 
militia and reserve communications backbone cadres from Guangdong, Guangxi, 
Hubei, aid Hunan. They will receive 8 months of regular professional 
training. [Text] [Guangzhou MINBING SHENGHUO in Chinese No 5, 1 May 87 p 11] 


FIRST LIAONING MILITIA AAA TRAINING CENTER--With the help of the Dandong 
Military Subdistrict and local people's armed forces departments, the Dandong 
Textile Industry Corporation used its own funds and 2 months of time, and 
organized the people's armed forces cadres at its 12 subordinate factories in 
establishing Liaoning's first militia antiaircraft machinegun training 
center. [Text] [Shenyang DONGBEI MINBING in Chinese No 3, 4 Mar 87 p 31] 


TYPE-85 SNIPING RIFLE--The Chinese-made Type-85 7.462mm sniping rifle has an 
overall length of 1.22 meters and weighs 4.4 kilograms. It is equipped with 
both an optical sight and an iron sight, uses 7.62mm rifle ammunition, and has 
long range, high accuracy, and effective killing power. It is primarily used 
to eliminate important single targets at ranges over 1,000 meters, and is the 
ideal weapon for the infantry sniper. [Photo captions] (1) The Type-85 
7.62mm sniping rifle. (2) This rifle has optical and iron sights. (3) The 
ammunition clip holds ten 7.62mm shells, and is used in single fire mode. (4) 
The bayonet becomes a dagger when removed from the rifle, and is used in 
emergencies such as hand-to-hand combat and when ammunition is expended. (5) 
Tactically, the rifle can be used to suppress and eliminate enemy fire points, 
and to strike reconnaissance troops and commanders on the enemy front line. 
(6) To lighten the rifle and facilitate handling, a hollow fiberglass stock 
with padded headrest is used. [Text] [Beijing BINGQI ZHISHI in Chinese No 3, 
15 Mar 87 p 1] 
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